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Banking Enquiry Committee for the 
■Centrally Administered Areas 

1929-30 

Volume I 


REPORT 


CHAPTER I. 

Introductory. 

1. Like all other Provincial Banking Enquiry Com- 
mittees. the Central Areas Banking Enquiry Committee 
_ was appointed " in accordance with 

ie unwary. the general plan of enquiry into bank- 

ing conditions in India set forth in the Government of 
India, Finance Department letter, No. F-2 (III) F/29, 
dated the 3rd April 1929, to the Provincial Governments. 
The subjects specially assigned to the Provincial Commit- 
tees were (a) agricultural credit, (b) special study of co- 
operative banks and co-operative marketing societies, (c) 
special study of indigenous banking, and {d) investment 
habit and attraction of capital. They were further 
required to conduct intensive surveys of one or two selected 
districts and a general examination of the credit conditions 
in their respective provinces as a whole in regard to agricul- 
ture and small industries. It was left to the Provincial 
Committees to settle the details of their enquiries, but with 
a view to facilitate eventual co-ordination of results for 
the whole of India, the main heads under which the 
information and the material collected by the Committees 
were to be classified were laid down by the Finance Depart- 
ment for the guidance of the Provincial Committees. The 
Central Committee was asked to consider the allocation of 
subjects in consultation with the Hoirble the Finance 
Member in order further to define and elaborate them if 
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necessary, and accordingly that Committee, with an eye to 
uniformity of procedure," drew up a standard question- 
naire for issue by Provincial Committees which the latter 
were left free to amplify, with due regard to any special 
provincial or local features. In effect this standard ques- 
tionnaire embodies the terms of reference of Provincial 
Committees in full detail. 

2. The personnel of our Committee was announced by 
the Government of India oil the 12th September 1929, It 
Appointment. consisted of : — 

Khan Bahadur Diwan Abdul 
Hamid, C.I.E., O.B.E., Chief- 
Minister to His Highness the 
Maharaja of Kapurthala. . . Chairman. 

The Hon’ble Major Nawab Moham- 
mad Akbar Khan, C.I.E., Khan 

of Hoti Representative of 

Agriculture. 

Professor H. L. Chablani, Head of 
the Economics Department, Delhi 
University . . . „ Indian Economist. 

Mr. Y. F. Gray, M.L.C., of Messrs. 

R. J. Wood & Co., Delhi . . Representative of 

Commerce. 

Lala Bal Kishen, Assistant Regis- 
trar, Co-operative Societies, Gur- 
gaon and Delhi .... Co-operative Ex- 
pert. 

Rai Sahib Kanwar Moti Lai, 

Beawar . . . . . Indigenous Banker. 

Mr. V. S. Marballi . . . Secretary. 


The following gentlemen were nominated as co-opted 
members to assist the Committee with their local know- 
ledge and experience: — 


Khan Bahadur Haji Karam Hal) i' 

Sethi, co-opted member for the 
North-West Frontier Province , 

Seth Vithal Dass Bathi, co-opted 1 Representatives 
member for Ajmer-Merwara . ( Uoramerce - 
Lala Shri Ram, co-opted member 
for Delhi „ 


of 
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3. The Committee first assembled in Simla on the 22nd 
September 1929, when the standard questionnaire pre- 
_ . .; scribed by the Indian Central Rank- 

xng Enquiry Committee was discussed.. 
The second meeting was held at Simla on the 27th Septem- 
ber 1929, at which the Hon’ble the Finance Member, who 


was accompanied by Sir Purshotamdas Thakurdas, acting 
Chairman of the Indian Central Banking Enquiry Com- 
mittee, was kind enough to explain the broad outlines of 
the enquiry on which the Committee was embarking. 

4. The Committee then proceeded to amplify the stand- 
ard questionnaire, and issued it on the 4th October 1929 


, . . in the form printed as Appendix 2 (a) 

Questionnaire, etc. , . i - > rp-, * * * 

to this Report, the questionnaire 
was translated in Urdu and Hindi and not only the Local 
Administrations were supplied with copies for distribution 
but also a large number of copies were distributed by the 
Committee’s office direct. The written' replies were called 
for by the 31st October 1929 but this time-limit was extend- 
ed, to the 10th November 1929 in the ease of the North- 


West Frontier Province, and to the 30th November 1929 


in the case of other Areas, but replies continued to be 
received even much after these dates. A statement show- 
ing the number of copies distributed in the Centrally 
Administered Areas, the number of written replies received 
and the number of officials and non-officials examined has 
been appended to this report — (Appendix 1 a). In all we 
received replies from 90 persons, of whom 36 gave oral 
evidence in the course of our public sittings. We also 
issued special questionnaire for central co-operative banks, 
post offices and judicial officers and lawyers which are all 
printed in the appendices to this Report. 

5. The Centrally Administered Areas are the North- 
West Frontier Province, and the Province of Delhi, Ajmer- 


Merwara, Baluchistan, the Andaman 


The CenuaHy Admits- an( | Ni co bar Islands and Coorg. For 

tered Areas. - ■ „ , t ° ri 

the purpose of banking enquiry, Coorg 
was detached from the other Central Areas and was includ- 
ed within the purview of the Madras Provincial Banking 
Enquiry Committee. 

The Chief Commissioner of the Andaman and Nicobar 
Islands, in his letter No. 1862, dated the 10th June 1929, 
The Andaman and addressed to the Secretary to' the' Gov-- 
Nicobar islands. eminent of India, Finance Depart- 
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meat, on the subject of this enquiry, indicated the need of 
a bank in the Islands and suggested that this Committee 
might examine the question. Copies of our questionnaire 
were duly sent to the Administration for distribution, and 
the Chief Commissioner, in his telegram, dated the 6th 
January 1930, offered to give evidence before the Com- 
mittee in Delhi or in the alternative to furnish a memo- 
randum. As his dates in Delhi were more or less un- 
certain, he was informed that a memorandum would 
serve our purpose. But no further communication was 
received from the Administration, nor have any replies 
to our questionnaire been forthcoming. 

As regards Baluchistan, the Agent to the Governor 
Gejaeral in Baluchistan in his letter No. 3115 /R, dated 

the 14th June 1929, to the Secretary to 
Baluchistan. the Goverament of India . Finance 

Department, stated that no useful purpose would be served 
by the inclusion of Baluchistan within the scope of our 
enquiry. We, however, sent copies of our questionnaire 
to that Administration for distribution, explaining that 
our terms of reference included a much wider field than 
banking in the technical sense, and expressed our readi- 
ness to depute a sub-committee for conducting enquiries on 
the spot, if necessary. We also distributed copies of the 
questionnaire to several indigenous banking firms having 
business relations in that province. The local Adminis- 
tration, in reply, adhered to its original view that the pro- 
vince offered no scope for our investigation and our ques- 
tionnaire was not likely to elicit information of any value. 
In these circumstances there was no question of extending 
our enquiry to Baluchistan; we reported accordingly to 
the Government of India in our letter No. 387, dated the 
20th November 1929. This report, therefore, deals with 
conditions in the three remaining Areas, viz., the North- 
West Frontier Province, Ajmer-Merwara. and Delhi. 

6. The office of the Committee moved from Simla to 
Delhi on the 15th October 1929, for the winter. Public- 

sittings for the examination, of wit- 
tmevai-y. nesses were held in Peshawar from the 

16th to the 20th November 1929, in Ajmer from the 10th 
to tfte 12th and on the 14th December 1929, in Beawar on 
the 13th December 1929, and in Delhi from the 18th 
February to the 1st of March 1930. Meetings were held in 
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Delhi from the 16th to the 24th April 1930, at which the 
evidence was discussed and the main recommendations were 
settled finally. The Committee’s office moved up to Simla 
on the 28th April 1930, and the Committee held their final 
sittings at Simla between the 9th and the 21st June 1930, 
when the report was discussed and adopted. 

7. The total cost of the enquiry will be about 

Cost of Eaquiiy. Rs, 75 , 000 . 

8. Besides the evidence recorded during our public sit- 
tings, agents of joint-stock banks, indigenous bankers, 

Work done money-lenders, zamindars, traders, 

etc., were interviewed by members of 
the Committee, particularly by Mr. Cliablani. Notes of 
these interviews have been printed in the volumes of 
evidence. 


We were asked by the Government of India to make 
intensive surveys of one or two selected portions of each 
province and by the Central Commit- 
swveyt™ 1 and intensive tee to make as accurate an estimate of 

the rural indebtedness as was possible 
within the time limit fixed. In consultation with the 
Local Governments, we selected for the purpose of inten- 
sive enquiry into economic conditions, particularly those 
which had a direct bearing on our terms of reference, 16 
villages in the North-West Frontier Province, 12 villages 
in Delhi, and 20 villages in Ajmer-Merwara. Moreover, 
we carried out a general survey of rural indebtedness in 
the whoie of the Province of Delhi and Ajmer-Merwara 
with the exception of the Istimrari villages in the latter. 
No general survey was undertaken in the North-West 
Frontier Province as the local administration deprecated 
it on the ground that it was likely to cause misunderstand- 
ing and excitement among the general population. For 
the purpose of these surveys, we issued three forms,* A, B 
and C. All the three forms were to be filled up for each 
of the villages selected for intensive survey, while the exten- 
sive survey of indebtedness was covered by forms B and C. 
These were distributed to the village officers through the 
local administrations along with detailed instructions for 
filling them up, issued by the Indian Economist on our Com- 
mittee. The forms were also explained verbally to the 


Bank Com. 


* Not published 
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revenue staff by members of the Committee during the 
course of their visits to a few of the selected villages in 
each province and to the checking officers, whose services 
were placed at the disposal of the Committee by the local 
administrations, during the course of their personal dis- 
cussion with the Indian Economist from time to time. 


9. Our work lav in three scattered areas, each under a 


separate administration ; and the conditions in each area 
, necessarily called for separate examin- 

Difficulties. etc. A . a- 

at ion. No systematic surveys of 
economic conditions appear to have been held in these areas 


in the past. With the solitary exception of the District 
of Peshawar in the North-West Frontier Province, nowhere 
have settlements taken place recently. The forms relating 
to the general and intensive surveys took a long time to 
complete and the time limit we had laid down could not 


be observed by the local officials concerned, partly owing 
to the rather intricate nature of the work and partly owing 
to their other equally important local pre-occupations. 
Some of the forms were received as late as the 17th May 
1930. The statistics relating to joint stock banks that we 
have been able to collect are rather meagre, the reason 
being that practically all the banks operating in these areas 
have their head-offices in other provinces and very few of 
them were willing to supply any information which might 
disclose the nature and volume of the local business. 


Statistical information on many other important points was 
also very difficult to get. The annual departmental reports 
in the Centrally Administered Areas do not publish the 
statistics which are readily available for major provinces. 
Even some of the all-India reports furnish no separate 
figures for each of the Centrally Administered Areas. 
The head-quarters of some of the Government Departments 
working in the provinces are in some cases outside their 
territorial limits ; and even when the required information 
was available, considerable time had to be spent in corre- 
spondence with all the officials concerned, to procure it. 


10. Before concluding this chapter we desire to place 
on record our grateful acknowledgment of the facilities we 
. , , , , were ungrudgingly afforded by the 

b Local Administrations m the prosecu- 

tion of our enquiry. In particular, we owe cordial thanks 
to the Heads of the Revenue Departments in these Areas, 
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their Revenue Assistants and the subordinate revenue 
agency, for carrying out the general and intensive surveys. 
We are also indebted to those officials and non-officials who 
have given us the benefit of their experience and know- 
ledge of local conditions by furnishing memoranda in res- 
ponse to our questionnaire or by appearing as witnesses 
before us or by supplying such information as was called 
for. v : 

To Mr. V. K. Arvamudha Ayangar, C.I.E., Secretary 
of the Indian Central Banking Enquiry Committee, v r e 
owe special thanks for the help he Jias given us in. the 
course of our enquiry. His presence at our meetings in 
Peshawar and Delhi was of great value to the Committee. 
Our thanks are also due to Nawab Sir Sahibzada Abdul 
Qaiyum, K.C.I.E., M.L.A., a member of the Indian 
Central Banking Enquiry Committee, for attending, by 
invitation of the Chairman, some meetings of our 
Committee at Peshawar. 

The Committee desires to record its cordial apprecia- 
tion of the valuable assistance which was extended to it by 
the co-opted members, particularly by Lala Shri Ram, the 
co-opted member for Delhi. 

The Chairman, while thanking all his colleagues for 
the interest and zeal they displayed in the course of the 
enquiry and for the spirit, of co-operation and harmony 
which characterised the proceedings of the Committee, 
washes to acknowledge with thanks the assistance he has 
received from Mr. H. L. Chablani, the Indian Economist 
on the Committee, who has brought his remarkable ability, 
technical knowledge and industry to bear on the completion 
of the Committee’s onerous task. The brunt of the work 
fell to his lot and the Chairman has no hesitation in 
testifying to his ungrudging labour on behalf of_ the 
Committee and the success with which he has acquitted 
himself of it. A word of praise is due to the Secretary, 
Mr. V. S. Marballi, who has carried out his duties 
efficiently and to the complete satisfaction of the Com- 
mittee. Finally, the hard work the office staff, headed by 
Kanwar Sardar Singh, Superintendent, has put in is also 
highly commendable.* 
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CHAPTER II. 


General description — 

{a) North-West Fron- 
tier Province. 


Special features of the Areas. 

11. The districts of Peshawar, Hazara, Kohat, Bannu 
and Hera Ismail Khan formed part of the province of the 
Punjab until 1901 when they were con- 
stituted into a separate administrative 
unit called the North-West Frontier 
Province under a Chief Commissioner. 
The total area of this province is 13,419 square miles. The 
Chief Commissioner* as Agent to the Governor General, 
exercises political control over the transborder tribal terri- 
tory covering an area of 25,500 square miles. Of the five 
settled districts, Hazara is, for the most part, a hilly tract 
with a fertile plain towards the south. Peshawar and 
Bannu are fertile plains encircled by hills and are well 
irrigated and highly cultivated. Kohat is a rugged table- 
land broken by low ranges of hills, its valleys are fertile, 
but the soil is thin and poor in the hills. Dera Ismail 
Khan is for the most part a, barren desert' and depends for 
irrigation on torrents flowing from the eastern slopes of 
the Sulaiman Mountains during the rainy season. 

With the constitution of Delhi as the capital of India, 
the Delhi Tehsil, with the Maharauli Thana of the Ballab- 
garh Tehsil of the old Delhi District, 
was formed into an Imperial Enclave 
in 1912 under the administrative control of a Chief Com- 
missioner. In 1915 the Shahdara tract, comprising 46 
villages on the east bank of the river Jumna, was trans- 
ferred to Delhi Province from the Meerut District. The 
Jumna intersects the Province from north to south, and 
between it and the line of low hills on the west stretching 
southwards from the present city, are situated the ruins of 
the six ancient cities of Delhi interspersed with many old 
and historic monuments. The area of the province is 582 
square miles and the number of villages is 363 of which 
295 are occupied villages. The banks of the Jumna river 
are low and the river generally shifts its course in its wide 
bed. The western part of the province is occupied by the 
Najafgarh jhil (lake), a vast depression which collects water 
from the drainage of the canal tracts and the flow from the 
western slope of the Delhi hills. The rest of the countrv 
consists of a sparsely wooded fertile upland plain. 


(6) Delhi. 
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The Province of A j mer-Merwara occupies the centre 
of the group of Indian States, known collectively as Rajpu- 

{«) Ajmer-Merwara. f 51 *' Ajmer WaS f ded to ' the British 
by the Smdbia of the time at the close 
of the Pindari War in 1818 and was administered sepa- 
rately till 1832 when it was transferred to the then North- 


Western Provinces, of which it remained a part until its 
formation into a separate province in 1871 with the dis- 
trict of Merwara added to it. Merwara came under Bri- 


tish influence in 1818 when it was an impenetrable jungle 
inhabited by outlaws and fugitives from the neighbouring 
States into which it forms a wedge. It was made up of 
three portions, British, Marwar and Me war, but the 
people who lived by plunder and rapine acknowledged no 
authority except that of superior force. This intolerable 
state of affairs could not continue indefinitely, and with a 
view to put an end to it, the British Government took over 
in 1824 the portions belonging to Mewar and Marwar by 
entering into engagements with those States. These trea- 
ties were renewed from time to time and the tract is, to 
all intents and purposes, British territory. It remained a 
separate administrative unit till 1842, since when it began 
to be administered conjointly with Ajmer. Both, how- 
ever, remained as separate districts till 1914 when they 
were amalgamated into one province. 

The area of the province is 2,711 square miles and is 
divided into three tehsils, Ajmer, Beawar and Todgarh. 
Ajmer is an open plain, sandy in parts and _ studded with 
hills while the other two tehsils are mostly hilly. The soil 
is generally shallow and is composed of a natural mixture 
of stiff yellow loam and sand. Alluvial soil is found only 
in the beds of tanks, and clay is rare. 

12. The table below shows the total area cultivated and 
the area under irrigation in the three provinces in 
Cultivation and Irriga- 1927-28 ! — 

tion. [ in acres. 3 
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_ The North-West Frontier Province has two seasons of 
rainfall, the monsoon and the winter. Both are precarious 
and not infrequently either the monsoon or the winter 
rains fail almost entirely. The average rainfall is 
45 inches in the Hazara District and ranges between 11 to 
16 inches in the remaining four districts. The province 
depends largely on artificial irrigation, the area depend- 
ing on canal irrigation alone being more than one-third of 
the total area sown. 

In A j mer-Merwara the rainfall is precarious as it lies 
outside the full influence of both the north-east and south- 
west monsoons. Its frequent failure renders the province 
liable to scarcity and famine. The annual rainfall aver- 
ages 20 inches and most of it occurs between June and 
September. The province is irrigated to a large extent by 
wells and artificial tanks. 

The normal annual rainfall in the Province of Delhi is 
27 inches, of which 24 inches fall in the summer months 
and three in the winter. The main source of artificial 
irrigation is the Western Jumna Canal which enters near 
Narela on the northern boundary and gradually converges 
towards the river at Delhi. The headworks of the Agra 
Canal, which takes off the Jumna at Okhla, 8 miles south 
of Delhi, are located within the province, but no portion of 
it is irrigated by the canal. The Eastern Jumna Canal 
waters a portion of the Shahdara tract on the east of the 
Jumna river. 

13. The population of the five British districts of the 
North-West Frontier Province according to the census of 
p 1921 was 2,294,263 of which 1,488,229 

opnaioc. or gg p er cent, was returned as agri- 
cultural. The table below shows the number per mille of 
the total population supported by the different occupations 
falling under each of the classes named therein : — 

Occupation. 

A. — Agricultural, pastoral and mining— 

Exploitation of animals and vegetation . 

Exploitation of minerals 

B. — Industrial . . . . v 

0. — Commercial — 

Transport . : -aV- 

Trade . »'• • . 


Population 

supported. 

655 

*2 

126 

17 

63 




Occupation. Population 

supported. 

D. — Professional, including public administration, 
liberal arts and miscellaneous — 

Public force . \ . , . 46 

Public administration ..... 12 

Professions and liberal arts .... 33 

Persons living on their income ... 4 

Domestic service . . . . . 9 

Insufficiently described occupations . . 24 

Unproductive . . . . . . II 


The density of population for the British Districts per 
square mile is 168 and is heaviest in the Hazara District, 
208 per square mile, and lowest in the Dera Ismail Khan 
District, 75 per square mile. The pressure of the popu- 
lation on cultivated area is 515 per square mile for the pro- 
vince as a whole. 

In Ajmer-Merwara the census of 1921 returned a popu- 
lation of 495,271 of which 52 per cent, was agricultural. 
Rajputs are the principal landholding class and numbered 
13,771. Among the cultivator classes the Rawats (53,280), 
Jats (25,896) and Malis (13,176) are the most numerous. 

The table below shows the number per mille of the total 
population according to the different occupations : — 

Population 

Occupation. supported 

per mille . 

A. — Agricultural, pastoral and mining — 

Exploitation of animals and vegetation . . . 520 


Mining ......... 3 

B. — Industrial ........ 151 

0. — Commercial — 

Transport . . . . . • • * 88 

Trade . . . . . . * * * * 88 

D . — Professional, including public administration , 


liberal arts and miscellaneous — 

Public force . . V * 

Public administration 
Professions and liberal arts 
Persons living on their income . 

Domestic service 

Unproductive .... 

Other (insufficiently described occupations) . 28 


IS 

45 

4 

28 

19 
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The mean density of population per square mile was 
183 for the province and per square mile of cultivated area, 
385. 

According to the Census Report of 1921, the popu- 
lation of the Delhi Province was 4,88,188. The popu- 
lation of the Imperial Capital under Municipal and Can- 
tonment administration Was 304,420. The small town of 
Shahdara (6,355) and three large villages, Narela (4,645), 
Najafgarh (3,945) and Mahrauli (3,871), are officially 
known as Notified Areas and are administered by small 
committees. The remainder of the population, viz. , 
164,952, is rural. The mean density per square mile 
is 823. The rural distribution is 323 to the square 
mile and the density per cultivated area, 552. 


The table below shows the number per mille of the total 
population supported by the different occupations : — 


Occupation. 


Population 

supported. 


A.— Agricultural, pastoral and mining — 

feploitation of animal and v^g^tatioir . . , 291 

Mining- . . , . . . . . . ' . 2 


B.— Industrial . . . , . 309 


•C . — Commercial — 

Transport . . . . . . . . 61 

Trade . . . . . . . . . 155 

1>. — Professional, including public administration, 

liberal arts and miscellaneous — 

Public force . 20 

Public administration . . . . . . 18 

Professions and liberal arts . . , . . 34 

Persons living on their income . . . 9 

Domestic service 48 

Unproductive . 12 

Other (insufficiently described occupations) . . 41 


The proportion of workers to the total population 
according to the census figures is 37 per cent, in the 
North-West Frontier Province, 41 per 
Proportion of actual cent, in the Province of Delhi and 59 
wooers t° tota popu a- ^ cent, in Ajmer-Merwara. The 

tables below give the figures of the 
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total population and the number of actual workers in the 
villages in which intensive survey was conducted : — 

North-West Frontier Province. 


Glassification of workers. 


Names of the 
villages. 

1 

| 

Total 

1 No. of 
s persons. 

NO. OF ADULTS. 

NO. OF PERSONS WORKING. 

Hales. 

Females. 

Total. 

' ' ■ ■ . • . 

In their 
own 
fields. 

In the 
field of 
others. 

Total 

N umber 

1. Chamkani 

3,300 

1,008 

986 

1,994 

356 

1X2 

408 

2. Rabbi 

3,440 

929 

1,099 

2,028 

327 

231 

558 

3. Shabqadar 

j 2,618 

942 

661 

1,603 

312 

347 

659 

4. Mayar 

1 3,717 

1,064 

1,106 

2,170 

316 

22 S 

544 

5, Kanki 

2,500 

855 

730 

1,585 

256 

337 

593 

0. Bachi Bala 

1,511 

522 

474 

996 

810 

180 

990 

7. Hangoo . 

’ 1,592 

521 

511 

1,032 

502 

19 

521 

8. Billitang 

2,183 

599 

440 

1,039 


440 

440 

9. Dhamtour 

| 4,021 

1,343 

1,194 

2,537 

354 

. 36 

390 

10. Punondheri 

599 

229 j 

181 

410 i 

314 

51 

365 

11. Kot Najtbulla . 

I 4,368 

1,322 

1,257 

2,579 

201 

101 

302 : 

12. Ghoriwala 

| 4,738 

1,372 

1,420 

2,792 

390 

375 

| 765- 

13. Shahbazkhel . 

I 2,072 

665 

591 

1,256 

! 221 

416 

637 

14. Potah 

' - 533 

183 

151 

334 

44 

136 

180' 

15. Maddi . 

1 2,488 

716 

728 

1,444 

195 i 

306 

501 

10. Gul Imam 

| 1,635 

504 

501 | 

1,005 

173 1 

191 

364 

Total 

1 41,315 | 

1 1 

12,774 

12,200 j 

24,974 i 
1 

5,211 j 

3,066 | 

8,277 


Ratio of workers to total population -- 200 : 1000. 
Ratio of workers to total adult population— 331 : 1000. 


Delhi. 

Classification of workers. 



Total 
No. of* 

NO. OF ADULTS. 

NO. OF PERSONS WORKING, 

Names of the 
villages. 




In their 

In the 


persons. 

Males. 

Females. 

: 

Total. 

own 

field. 

field of 
others. 

Total. 

1. Jhingola . 

124 

43 

30 

73 

.. 47 

6 

55 

2. Akbarpura 

Majra. : 

236 

80 

56 

136 

08 

34 

102 

3 . Moham imulpiir 1 

260 

82 


159 

88 

44 ; 

133 

. Hairi. . 







67 

4. Nahgloi Sayyad 

273 

78 

87 

165 

50 

17 

5. Deo Rala 

135 

44 

34 

78 

12 

8" ! 

15 

6. Nangli Sakra- 

427 

165 

i 144 

309 

177 

. . ; ' 

177 

vati. . • ; 
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7, Jafarpur Kalan. 

359 

92 

95 

187 

; 122 

34 

8, Rajpur Khurd 

.227 

81 

/59/ 

140 

103 


108 

9. Jonapur . . | 

562 

172 

: 146 

318 

144 

15 ; 

159 

"10. :;8hahpur.'I*at ,-/ ; j 

903 

286 

244 

530 

288 

26 : 

-314 

11, Masjid Hoth . : 

354 

115 

105 

220 

62 


62 

12. Hauz Rani 

616 

169 

175 

i 344 

101 

" 36 : 

13< 

13. Dalupura 

419 

125 

120 

| ■ 245 

180 

15 ! 

195 

14. Silampur . - 1 

841 

106 

104 

' ' ' '210 
i ■ . 

74 

23 

97 

; Total/.-' ) 

5,301 

1,338 

1,476 

3,114 

1,516 | 

253 : 

1,769 


Ratio of workers to total population — 383 : 1000. 

Ratio of workers to total adult population— 568 : 1000. 
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Ajmer-Merwara. 

Classification of workers. 



Total ! 
No. Of j 
persons, j 

NO. OF ADULTS. 

" ; ' : V: : 

No. OF PERSONS WORKING. 

frames of the villages. 

Males. 

Females. 

Total. 

In their 
own 
fields. 

In the 
field of 
others. 

Total, 







... ./ - 



1 . Riipnagar 

600 

208 

178 

386 

387 

40 

427 

2 . Lavera . 

319 

129 

103 

232 

151 

50 

.201 

3. Salad 

594 

171 

173 

344 

126 

ss 

214 

4. Bar 

406 j 

117 

116 

233 

162 

75 

237 

5. Raj law as 

1,016 ; 

327 

350 

677 

580 

21 

601 

6. Chat 

165 1 

61 

48 

109 

04 

20 

84 

7. N&yran . 

649 

185 

205 

390 

239 

73 

312 

8. B&gar 

720 

240 

203 

443 

620 

38 

658 

9. Sarana 

525 

161 

167 

328 

146 

93 

2S9 

10. Dansary&n 

529 

150 

133 

283 

356 

6 

362 

11. Makrera . 

892 

■ 300 

295 

595 

297 

161 

458 

12. Baghana . 

. 615 

199 

193 

392 

553 

: 14 

567 

13. Rawatmal 

412 ! 

146 

143 

289 

259 

26 

285 

14. Jaswantpura . 

247 

78 

71 

149 

111 

56 

167 

15. -Sanod . 

1,085 

334 

350 

684 

457 

128 

485 

16. Banjari . 

636 

202 

206 

408 

316 

.. 

j 316 

17. Rhagwanpura . 

279 

103 

84 

187 

175 


! 175 

1 

18. Galti 

472 

176 

160 

336 

265 


265 

19. Sarmaliaii- 

368 

j 113 

113 

226 

186 


186 

20. Kekri 

3,865 

i 1,233 

1,323 

2,556 

983 

763 

: 1,746 

Total . 

14,432 

j 4,633 

4,614 

9,247 

6,433 

1,652 

8,085 


Ratio of workers to total population =553 : 1000. 

Ratio of workers to total adult population =874 : 1000. 

On the basis of these investigations the proportion of 
actual workers to the total population is estimated at 20 
per cent, in the North-West Frontier Province, 33 per 
cent, in the Province of Delhi and 56 per cent, in Ajmer- 
Merwara. The proportion of actual workers to adult 
population is 33 per cent, in the North-West Frontier Pro- 
vince, 59 per cent, in Delhi and 87 per cent, in Ajmer- 
Merwara. 

In point of literacy, the North-West Frontier Province 
is the most backward among the Centrally Administered 
r ., Areas. Of the total population of 

Jl era ° y ‘ 2,294,263 in the five settled districts 
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Land Tenure — 

(a) N. W. F, Province. 


of that Province at the census of 1921, only 4-3 per cent, or 
98,450 persons were literate, of whom 20,481 were literate 
in English. In Ajmer-Merwara, 10 per cent, or 49,762 
persons out of a total population of 495,271 in 1921 were 
literate, of whom. 9,905 were literate in English. In the 
Province of Delhi, out of a total population of 488,188, 
only 10-7 per cent, or 52,458 persons were literate, the num- 
ber of persons literate in English being 16,087. 

14. The land tenure in the North-West Frontier Pro- 
vince falls under three main classes, zamindari, pattidari 
and bhaichara. The first two refer 
to estates held as a single unit or por- 
tions representing fractions of a single 
original share, and the last to estates held in separate por- 
tions representing no fractional part of the whole. Of the 
two, the latter is more common. Generally speaking, the 
village was originally owned by one proprietor whose des- 
cendants continued to hold it jointly on a communal 
zamindari tenure. When the branches of the family parti- 
tioned off their shares, the tenure became incomplete patti- 
dari or divisional, if some land, usually grazing land, was 
left common. When further alienations took place, until 
no common land remained and the measure of right was 
the individual holding, the tenure became complete 
bhaichara. 

The persons entitled to the produce of land are (1) pro- 
prietors, who include Malikan-i-Qabza, i.e., owners who 
own no share of the shamlat or village 
. i opi letors. common land and (2) tenants who are 

divided into occupancy tenants and tenants-at-will. 

The proprietary right is sometimes divided into 
superior and inferior. The superior proprietor takes a 
share in cash or in kind and generally has nothing to do 
with the cultivation. The inferior proprietor is often the 
actual cultivator or he may have tenants under him. 
Malikan-i-Qabza, or proprietors by right of possession, 
have normally acquired their right by purchase, but a 
share in the village common land is specifically excluded 
from the area sold. Unless a deed of transfer specifically 
mentions a share of common land as having been trans- 
ferred, the new owner is entered in the revenue papers as 
owning no share in the village common land, i.e., as a 
Malik-be-Qabza. Inferior proprietors and occupancy ten- 
ants have often derived their rights by bringing new and 
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under cultivation. The area subject to the dual control 
of superior and inferior proprietors is inconsiderable in 
the Peshawar, Bannu and Hazara Districts. There is a 
special kind of tenure in Kohat. Prior to the annexation 
of Teri, the Khan of Teri enjoyed a semi-independent posi- 
tion since Mughal times, paying tribute to the sovereign for 
the time being and realising from the tribesmen the state 
share as well as the feudal dues and services due to him- 
self. Since the annexation, his status has been altered 
and the Khan is now a superior owner entitled to receive, 
in return for a quit-rent paid by him to the Government, 
the revenue assessed on the Teri Tehsil, together with cer- „ 
tain other dues sanctioned by Government, viz., grazing 
fees ( tirni house tax on non-agriculturists ( buhu ) and a 
tax on wood cutting (kulhari). In Dera Ismail Khan 
inferior proprietors generally represent the descendants of 
settlers who were attracted by the offer of liberal terms by 
the superior proprietors. In many cases these superior 
proprietors parted with the ownership of the land on 
receipt of an entrance fee and on a promise of an annual 
payment of malkiana. In some cases similar rights were 
transferred to settlers who agreed to embank and reclaim 
uncultivated land. 

Occupancy tenants are subdivided according to the 
manner in which the right of occupancy has been acquired. 

_ , This right is hereditarv on the condi- 

tions and m the circumstances laid 
down in sections 5, 6 and 8 of the Punjab Tenancy Act, 
XVI of 1887, and is transferable under sections 53 to 60 of 
that Act subject to the landlord’s claim to pre-emption at a 
market value fixed by a Revenue Officer on his application. 

If an occupancy tenant transfers his tenancy without 
issuing notice to the landlord through a Revenue Officer, 
the landlord is entitled to eject the tenant. The occu- ' 
pancy tenants are entitled to make improvements in their 
tenancies under the Act. Tenants-at-will are liable to 
ejectment at the end of an agricultural year on a notice of 
ejectment issued by a Revenue Officer on the application 
of the landlord and on payment of compensation for 
improvements assessed by the Revenue Officer. In some 
parts of the province the right of cultivation is sometimes 
mortgaged to a tenant-at-will and in such cases he cannot 
be ejected until the mortgage debt is paid. The Hazara 
Tenancy Regulation of 1887, which is in force in the 
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Hazara District, principally relates to the conditions nec- 
essary for the acquisition of the rights of occupancy. 

The Government is the owner of about 8 per cent, of the 
cultivated area consisting of estates founded on waste 
lands, or accruing to it by lapse or escheat. These are 
generally let out on lease on favourable terms to men with 
local influence or with claim to the consideration of Gov- 
ernment. 

According to the census of 1921, there were in the pro- 
vince 241,610 land-owners, i.e., those whose holdings were 
■cultivated by tenants and peasant proprietors, and 239,526 
tenants. 

The Punjab Land Alienation Act is in force in the 
North-West Frontier Province. 

Land tenures in the Province of Delhi are generally 
the same as in the North-West Frontier Province. The 
status of the tenants is governed by the 
(6) Belhl - Agra Tenancy Act, I of 1901 in the 

Shahdara tract, and the Punjab Tenancy Act, XVI of 1887 
in the rest of the province. The occupancy tenant is 
usually in a strong position, often paying no rent beyond 
the land revenue and cesses, and consequently regards him- 
self as owner. The rent which he is liable to pay may be 
enhanced or reduced in accordance with the rules under 
the Punjab Tenancy Act but so long as the appointed rent 
is paid the occupation of the tenant cannot be disturbed. 
Tenants-at-will cannot be ejected save after issue of a 
notice through a (Revenue officer, an opportunity being 
given to them to contest their liability to ejectment or to 
claim compensation for permanent improvements as a con- 
dition precedent to the relinquishment of land. The size 
of an average holding of both occupancy tenants and 
tenants -at-will is just under two acres. 

Two other forms of tenure are in vogue in the province, 
viz., the sardarakhti and makbuza. The former is applied 
to gardens where the tenant is owner of trees and cannot 
be ejected until he has been paid compensation for them, 
he being for practical purposes, a tenant-at-will, the mag- 
nitude of whose improvements prohibits his ejection. 
Makbuza is the tenure by which the State or public bodies 
take possession of land "for public purposes. The tenant 
in such cases takes the land with the consent of the land- 
owner and returns it when no longer required without any 
charge to the owners. 



The census of 1921 returned 977 persons as receivers 
of rent from agricultural land and 35,113 as ordinary cul- 
tivators excluding farm-workers, field labourers, etc. 

The Punjab Land Alienation Act is in force in this 
province with the exception of the Shahdara tract, where 
although its application has been sanctioned, the names of 
agricultural tribes have not been notified yet. 

The land tenures in A j mer-Merwara 
{«) Ajmer-Merwara. are (i) khalsa, (ii) istimrari, (in) jagir 
and muafi and (iv) hhum. 

Khaim. — Until the introduction of the mauzawar sys- 
tem in 1850, the tenure in the khalsa area was ryotwari. 
The State owned the land, but allowed certain rights to 
tenants who had spent capital on permanent improvements. 
This collection of rights gradually came to be regarded as 
proprietary rights, and since 1850 the State has aban- 
doned its right of ownership over even unimproved land, 
reserving to itself the supreme right of recovering land 
revenue. An exception to this lies in the State remain- 
ing proprietor of tanks it has constructed, and owning the 
land in the bed of such tanks which is available in certain 
seasons for cultivation, and the land on the slopes of em- 
bankments. It reserves also all mineral rights in khalsa 
areas and the exclusive use and control of the water of 
all rivers and streams flowing in natural channels, of all 
natural collections of water and of all tanks constructed 
by Government. The proprietary land of each cultivator 
is known as biswadari , and of this he is the absolute owner 
as he may sell, mortgage or otherwise alienate it subject 
to the Alienation of the Land Regulation. A biswadar 
may also become the owner of common land which he has 
improved with the consent of a majority of the proprietary 
body. 

Istimrar.— The istimrari lands were originally jagirs 
held on condition of military service and paid no revenue 
till the time of the Marathas in 1755, when they were asses- 
sed under the denomination of mcrnla or aen. In addi- 
tion to this they had to pay a number of extra cesses which 
were discontinued in 1841 and the demand of the State 
was limited to the amount assessed by the Marathas. In 
1873 these assessments were declared as fixed in perpetuity 
and the conditions on which the istimrardars were allowed 
to hold their estates were incorporated in a sanad which 
was granted to each of them. 
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The istimrardars are owners of the soil and all tenants 
in their estates are presumed to be tenants-at-will until the 
contrary is proved. The istimrardars enjoy certain pri- 
vileges in connection with civil, criminal and revenue pro- 
ceedings, and no decree for money against in istimrardar 
can be executed after his death, nor can it be passed against 
any person as the representative of a deceased istimrar- 
dar, On the other hand no istimrardar may permanently 
■alienate his estate or any portion of it, nor may he create 
a temporary charge or alienation for any term, extending 
beyond his own life except as security for advances from 
Government for land improvements, etc. There is a special 
enactment, i.e., the Ajmer Talukdar’s Loan Regulation, 
II of 1911, which governs the grant of loans to indebted 
istimrardars. The succession of istimrardars is governed 
by the rule of primogeniture. The istimrardars are divided 
into two classes ( i ) tazimi and (ii) non- tazimi, the former 
being the aristocracy of A j mer-Merwara . 

Jagir and Muafi. — The only distinction between jagir 
and muafi is that the former is understood to comprise a 
whole village or a share of a village while the latter a 
definite portion of land. They represent assignments of 
land revenue, or its whole or partial remission. 

The jagir dars and muafidars have been granted sanads 
embodying the conditions on which the grants are held by 
them. Until the year 1872 the relative status of the jagir- 
dars and cultivators as regards the ownership of the soil 
was quite undefined. In that year those in possession of 
land irrigated or irrigable from wells or tanks, not con- 
structed by the jagirdar, were declared as owners of such 
land while the jagirdar was declared owner of irrigated 
land in which the means of irrigation had been provided 
by him and of unirrigated and wasteland. Actually the 
proprietorship of unimproved and waste land in jagir vil- 
lages is determined according to local custom in each case, 
the record of such custom being the wajib-ul-arz. 

Blmm . — The bhuni tenure is peculiar to Rajputs and 
consists in a hereditary non-resumable and inalienable 
property of the soil. The duties of the hhumias were 
formerly to protect the village cattle from dacoits and the 
property of travellers within the village from theft and 
robbery and to indemnify pecuniarily the sufferers from a 
■crime which they ought to have prevented. This pecuniary 
responsibility has been commuted into a yearly quit-rent 



under the name of nazrana and the bhumias have practi- 
cally become an armed militia liable to be called out for 
the suppression of riots or rebellion. The property 
passes to all the children equally, except where a Raja or 
I stimrardar is also a hhumia. 

According to the census of 1921 receivers of rent from 
agricultural land were 3,982 and ordinary cultivators, ex- 
cluding helpers in cultivation, field labourers, etc., 59,508. 

No information as regards the total number of proprie- 
tary holdings in the whole of the North-West Frontier Pro- 
vince is available for recent years. According to the Settle- 
ment of 1900-05, the average cultivated area per holding in 
the Kohat district was 4-8 acres and the average cultivated 
area per owner 5-3 acres. In the Abbottabad Tehsil of 
the Hazara District, the average cultivated area owned by 
each proprietor and cultivated by himself was, according 
to the Assessment Report of 1906, 33 acres as against 
5-6 acres in the Haripur Tehsil. In the Charsadda Tehsil 
of the Peshawar District over 84 per cent, of the total pro- 
prietory holdings were less than 10 acres, and 58 per cent, 
of the total were less than 3 acres, according to the latest 
Assessment Report for 1927-28. Similarly in the Swabi 
Tehsil of the same district, the percentage of holdings less 
than 10 acres to the total was over 92 per cent., and of 
those less than 3 acres about 63 per cent, in 1924-25. We 
have no up-to-date information as regards the number of 
holdings according to various sizes in the Province of 
.Delhi. The total number of proprietary holdings in that 
Province is 25,898 and the average size of each holding is 
12 acres, of which 8 acres are cultivated. The average cul- 
tivated area per holding varies from 4 acres in the 
Khan drat Circle to 15 acres in the Shahdara Circle. The 
total number of proprietary holdings in Ajmer-Merwara is 
18,903 of which 1.4,323, or nearly 76 per cent., are below 
10 acres, of which again 5,581, or 29 per cent, of the total, 
are below 3 acres. 

15. In the North-West Frontier Province the Jcharif 
crops are sown from May to August and reaped between 
September and December, and the 
rops ' rabi crops are sown from October 

to January and reaped in April or May. The sys- 
tem of cultivation varies greatly. In Hazara the 
cold mountain ranges produce only the autumn crops while 
the rabi is the chief harvest of the plains. In the highly 



21 


irrigated tracts, whether plain or valley, the best lands are 
cultivated twice a year for years together. Even inferior 
lands often bear two successive crops followed by a year’s 
fallow; but in the plains of Dehra Ismail Khan which are 
mostly watered by embankments and where land is very 
abundant, the people prefer to leave their land fallow for 
two years out of three. The principal crops are maize 
and bajra in the cold weather, and wheat, barley and 
gram in the spring. Rice and sugar-cane are largely 
grown in the irrigated lands of Peshawar and Bannu Dis- 
tricts, and the well and canal irrigated lands of Peshawar 
District produce fine crops of tobacco and cotton. Rotation 
of crops is not uncommon. Crops such as wheat, cotton, 
tobacco, which are considered exhausting are followed by 
clover, maize, barley or some other recuperative crop, the 
residue of which is ploughed into the soil. The total area 
sown in 1927-28 was 2,568,582 acres and the total area 
harvested was 21,30,333 acres, or 83 per cent, of the total 
area sown. The total area of irrigated crops during the 
same year was 948,928 acres, representing 37 per cent, of 
the total area sown. Wheat is the most important crop 
of the Province and represented 39 per cent, of the total 
area sown in 1927-28. Gram, which is a very important 
crop in Kohat, Bannu and Dehra Ismail Khan Dis- 
tricts, occupied 9 per cent, of the total area sown, barley 
6 per cent, and maize 19 per cent. The acreage under 
rape-seed was 121,365 and chillies about 20', 000 in the 
year 1927-28. 

In the Province of Delhi, the total area sown for the 
kharif crop in 1927-28 was 1,27,381 acres, of which 6,292 
acres failed, and for the rabi crops 1,42,838 acres were 
sown, out of which 15,881 acres failed. Bajra, gram, 
wheat and barley are the principal crops. Sugar-cane, 
oilseeds, cotton and maize are grown to a considerable ex- 
tent. Rice and millets are also grown but the crop is negli- 
gible. In the neighbourhood of the city, vegetables and 
fruit, for which the city has a large demand, are cultivated 
on a considerable scale. The cultivation of melons, cucum- 
bers, etc. , in the river bed is a speciality and yields a good 
return. 

The principal crops in Ajmer-Merwara are maize, 
jowar, barley, cotton, oilseeds, bajra and wheat. Sugar- 
cane is grown in the Pushkar valley and fruit and vege- 
tables in the neighbourhood of the towns. The autumn 
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crops are generally sown in July and reaped in October and 
November and spring crops are sown in October and reaped 
in March or April. Heavy manuring is required owing 
to the poor quality of the soil and the exhaustion of irri- 
gated lands which are frequently cropped twice a year. 
In 1927-28, 79,033 acres were sown for the rabi crop of 
which 1.519 acres failed and 134,788 acres were sown for 
the hharif crop of which 46,144 acres failed. 

The net area actually sown in 1927-28 was 2,222,846 
acres in the North-West Frontier Province, 217,856 acres 
in the Delhi Province and 361,885 acres in Ajmer-Mer- 
wara. The table below gives the total yield and value of 
the principal crops : — 

* Figures of yield and value in thousand* . 


North-West Frontier 
Province. 


Delhi. 


Ajmer-Meiiwaea. 


Crops. 

Yield. 

Price 

per 

maund. 

Value. 

Yield. 

Price 

per 

maund. 

Value. 

Yield. 

Price 

per 

maund. 

Value. 

■ ■ ■ ■ .■ ■ ■ ' ■ . 

Mds. 

Its. A. 

P. 

■■■■■"■ : 

Bs. 

Mds. 

Rs. A.P. 

Bs. 

Mds. 

Bs. A. P. 

Bs. 

Wheat „ 

4,383 

4 6 

6 

19,312 

517 

5 0 

0 

2,585 

408 

5 10 4 

2,303 

Barley , 

1,416 

3 1 

0 

4,337 

163 

3 10 

0 

591 

490 

3 13 11 

1,896 

Jawar 

245. 

3 6 

0 

i 827 

245 

4 12 

0 

1,164 

109 

4 4 4 

466 

Bajra . 

381 

3 14 

6 

1,488 

272 

4 4 

6 

3,165 

82 

4 13 0 

395 

Make . 

6,152 

3 8 

6 

21,725 

27 

4 4 

0 

115 

272 

4 0 11 

1,104 

Gram . . : 

735 

3 13 

6 

2,826 

300 

4 2 

0 

1,238 

130 

4 1 4 

555 

'Haw sugar 

1,715 

7 0 

0 

12,005 

191 

5 8 

0 

1,051 

. . i 



Bape seed and 
mustard. 

245 

6 0 

0 i 

1,470 

27 

8 8 

0 

230 

•• ; 



Cotton . 

54 

11 6 

0 

614 

27 

! 11 8 

0 j 

f 

311 

381 

11 8 10 

4,357 

Total . : 

15,326 


! 

r : ;T 

64,604 

1,769 



8,450 

1,878 


S 11,076 


16. The cost of cultivation comprises the labour for 
ploughing, sowing, irrigating, weeding and harvesting, 
„ , .. etc., purchase and feeding of bullocks, 

cost of implements, seed and manure, 
and sinking or repair of wells, and water-tax, if any. As 
the majority of the holdings in these Areas are small, the 
cultivator and his family themselves provide the manual 
labour, outside labour being employed, if necessary, during 
harvesting, which is usually paid for in kind. In 1923 the 
Agricultural Officer, North-West Frontier Province, made 
detailed enquiries into the cost of eultivaion of the different 
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kinds of crops in the Peshawar Tehsil and estimated' 
that the cost of cultivating one jarib, or two-fifths 
of an acre including’ rent and land revenue, for chillies 
was Rs. 73-8, the outturn being 8 maunds of chillies; for 
sugar-cane, sufficient to produce 16 maunds of gur includ- 
ing cost of making gur, Rs. 143-12; for maize Rs. 31-2; 
for cotton Rs. 28-4; and for wheat Rs. 43-6, the yield being 
8 maunds of maize, 2 maunds of kapas and 8 maunds of 
v/heat, respectively. According to another estimate made’ 
by the same officer, the cost of cultivating one jarib, in a 
holding of 11 jarib s of rich irrigated land in the Peshawar 
District by following the best rotation, viz., sugar-cane, 
chillies, wheat, maize and clover, following one another in 
the order named, was Rs. 840 for three years, which is the 
period covered by the rotation. In the estimate of cost,, 
the labour of the cultivator is charged at 10 annas a day, 
that of his son at 8 annas a day and of his wife when 
engaged in picking chillies, etc., at 6 annas a day. The 
gross return during the three years was estimated at 
Rs. 1,290. 

The table given below gives the cost of cultivation per 
acre and per plough excluding land revenue and rent,, 
actually incurred by the cultivators in 11* of the villages 
of the North-West Frontier Province selected for intensive 
survey. 

North-West Frontier Province. 

Cost of cultivation. 


Total 


Tillages. 

! Cultivated 

! . cost of 
Cultivation 

Cost per 
acre of : 

No. of 

Cost of 
cultivation 

; area. 

f excluding 

cultivated 

ploughs. 

per 



i land revenue 
; and rent. 

area. 


.plough. 

1. Shabqadar 

Acres. 

862 

RS. 

18,990 

Rs. 

22*3 

73 

RS. 

260*1 

2. La chi* 

2,148 

20,422 

9-5 

135 

151*27 

3. Hangoo 

943 

10,417 

11*0 

133 

78*3 

4. Billitaug . 

, ; 1,735 

20,395 

11*7 

149 

136*2 

5. Bhamtaur 

. ! 2,793 

58,711 ! 

21*0 

211 

! 278*2. 

6. Kotnajibnlla 

2,609 

8,612 

3*3 | 

18*8 , 

146 

58*9 

190*2 

7. Pitnon Dheri 

776 

14,646 

34,068 

77 

8. Ghoriwalla. 

4,519 

7*5 

442 

77*03 

9. Potali 

. ; 2,147 

57,873 

26*8 

166 

348*6 

10. Maddi 

12,235 

21,532 

49,491 

4*04 

250 

179*9 : 

399*0 

11. Gill Imam 

1,01,361 

4*7 

254 

Total 

, 52,299 

| 3,94,896 

7*5 1 

2,036 

193*9 " j 


* The results of enquiries into the remaining 5 villages could not be 
analysed within the time at our disposal as the forms of intensive surveys 
were sent ta our office very late. 




These figures show that the maximum cost of cultiva- 
tion per acre was Rs. 26-8 at Potah and the minimum 
Rs. 3-3 per acre at Kotnajibul-la, the average for the 11 
villages being Rs. 7-5 per acre. 

We have received no estimate from any agricultural 
expert of the cost of cultivation in the other two Areas and 
have to fall back upon the results of our intensive survey. 
The tables below show the cost of cultivation in some of 
the villages selected for intensive survey in the provinces 
of Delhi and Ajmer-Merwara : — 

Delhi. 


Cost of cultivation. 


'Villages. 

Total 
cost of 
cultivation 
excluding 
land revenue 
and rent. 

( Cultivated 
l area. 

! 

Cost per 
acre of 
i cultivated 
area. 

! . . 

i 

. 

Number of 1 
ploughs. 

Cost of 
cultivation 
per 

plough. 


Rs. 

Acres. 

Rs. 

! 

. r 

RS. 

1. IMngola * . . . 

3,933 

201 

19*56 

16 ; 

246*0 

2. Akbarpur Majra 

6,230 

280 

22*25 

20 

311*0 

3. Mohainmadpur Majri . 

22,035 

693 

31*79 

25 : 

881*0 

4. Nangloi Sayyad . 

7,500 

631 

12*0 

28 ; 

271*0 

5. DeoRala .... 

3,007 

552 

t 

5*6 

. 151 j 

199*8 

6. Jafarpnr Kahn . 

8,770 

600 

14*4 

46^ | 

271*8 

7. Nangli Sahara vti 

! . 8,422 

647 

30*00 

i ■ 

38 : 

221*7 

8. Raipur Klmrd . 

; 15,140 | 

170 

j 

89*11 

25 

j ' . \ 

605*9 

9. Jonapur .... 

14,580 | 

1,061 

13*7 

73 

199*7 

10. Shahpur Jat . . . 

! 48,860 | 

570 

84*0 

79 ( 

615*9 

H. Masjid Moth . 

16,454 | 

208 

55*04 

21 . 

7S7-9 

12. Hauz Rani 

14,037 

411 

36*3 

28 

533*4 

13. Dalupura . . 

12,337 

351 

35*1 

58 j 

212*7 

14. Silampur . 

25,917 

159 

163 

32 j 

809*9 

TOTAh 

2,08,320 

6,922 

30*1 

987 ! 

211*1 


25 

Ajmer-Merwara . 


Cost of cultivation. 


Villages. 

Total 
cost of 
cultivation 
excluding 
land revenue 
and rent. 

Cultivated 

area. 

Cost per 
acre of 
cultivated 
area. 

Number oi 
ploughs. 

Cost of 
cultivation 
per 

plough. 




BS. 

Acres. 

Its. 


RS. 

1. Rupnagar 


. 

6,819 

326 

20-9 

. 100 

68*19 

2. Lavera 


. 

3,161 

702 

4-5 

51 

6*9 

3. Balad 



6,240 

648 

9*6 

70 

89*1 

4. Bar 



3,059 

241 

12*7 

68 

44*9 

5. Itajiawas . 



10,766 

1,580 

6*8 

138 

78 

6. Chat 



2,832 

167 

16-9 

32 

88*5 

7. ISTayran 



9,382 

: ' 

782 
(actually 
under 
cultivation 
in 1928-29). 

11-9 

87 

108*8 

8. Bagar 

. 


7,359 

651 

11 *3 

118 

62*4 

9. Sarana 



10,136 

929 
(actually 
under 
cultivation 
in 1928-29). 

10-9 

. 54 

: . 

184 

10. Dansaryan 



5,628 

212 

26*5 

82 

68*6 

11. Makrera . 



16,794 

i 1,645 

1 (actually j 
! under j 
cultivation i 
in 1928-29). | 

10-2 

128 

| 131*2 

12. Baghana . 



6,733 

374 

18*0 

130 

65*4 

13. Bawatmal 

. 


3,383 

182 | 

18-6 

j. 64 

| 53*0 

14. Jaswantpura 

* 

■ t 

3,468 

528 
(under 
cultivation 
in 1928-29). 

6*6 

38 

91*2 

15. Sanod 

• 


8,793 

... . , .... , v. ■ ’j 

■; ■' > : V ■! 

1,992 
(under 
cultivation 
in 1928-29). 

24-4 

126 

69*8 

t 

16. Banjari 



4,700 

251 

18*7 

© 

42*7 

17. Bhagwanpura . 



2,S61 

166 

17*2 

54 

52*9 

18. Galti 



6,672 

584 

11*5 

52 

128*3 

19. Sarmalian . 



4,553 

457 

9*9 

85 

70*0 

20. Ivekri 



26,852 

4,949 

5*4 

438 

61*3 


Total 

V 

150,191 

22,287 

6*7 

1,978 

75*9 


The cost of cultivation was highest in Silampur in the 
Delhi Province, being Rs. 163 per acre and lowest 
in DeoraJa, being Rs. 5'6 per acre, the average for the 14 
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villages under intensive survey being Rs. 30-1. In Ajmer- 
Merwara, the cost was highest, viz,, Rs. 26-5 in Dansarvan 
and lowest Es. 4'4 in Sanotl, the average for the 20 vil- 
lages being Es. 6'7. 

On the basis of the above averages of the cost of culti- 
vation for the 11 villages in the North-West Frontier Pro- 
vince, 14 villages in the Province of Delhi and 20 villages 
in Ajmer-Merwara, the total cost of cultivation of the 
area actually sown in 1927-28 is estimated at Es. 166-71 
lakhs, Rs. 65’57 lakhs and Es. 24-25 lakhs, respectively. 

17. The important factors affecting the value of land 
are its yield, selling capacity and the prestige its pos- 
session confers on the owners. In 
these Areas, the sale of land is restrict- 
ed by the provisions of the Land Alienation Act or Regu- 
lations ; and yet the value of land has been increasing con- 
siderably for some years. 

The table below compares the prices of land per culti- 
vated acre for the quinquennium 1895-1900 with the 
corresponding figure for 1920-25 in the various assessment 
circles of Peshawar and Nowshera Tehsils of the Peshawar 
District : — 


Assessment circle. 


Sale price. 



18954900. 

1920-25. 

Peshawar Tehsil — 

Rs. 

Rs. 

Kcxh Daman Michni . . . 

49 

320 

Darya ITrar Par . 

66 

317 

Kabul Nairn 

106 

624 

Kasba Bagram . . . 

. 444 

1,172 

Bara' .' . . > ■ 

107 

598 

Keh Daman Mobmand 

108 

207 

Tehsil . . . . 

99 

503 

Nowshera Tehsil — 



ChaM-Nahri 

41 

570 

Kina re-Darya . . . 

. 23 

179 

Koli-i-Khattak .... 

37 

216 

Khawara 

3 

52 

Nilab 

4 

82 

Telisil . . . . 

. 26 

304 


The above figures show that there has been a very large 
increase in land values since the last Settlement. It is 
possible that the figures in some cases were inflated to 
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defeat possible pre-emptors but this might also be true 
of the recorded prices of the previous quinquennium. The 
prices have in some cases increased to about twenty times 
and in the case of the Peshawar Tehsil about five times 
during the interval. The average price for each quin- 
quennium must vary considerably according to the pro- 
portion inter se of the various classes of the land sold ; but 
this may equally apply in the case of the figures for the 
previous quinquennium. 

The table below shows the current value of land of- 
various kinds as disclosed b}* the results of the intensive 
enquiries in 10 villages of this Province : — 

North-West Frontier Province. 


Value of Land per acre in rupees. 












s 


. 

£ 

« 

Village. 

Irri- 

gated.' 

Tin irri- 
gated. 

Unculti- 

vated. 

f 

§ 


75 

© 

1 

i§ 

Barren. 

8 

§ 

s 

% 

1 

.3 

* 

8 

•t* 

*..2 

35 

fis 

2. Shabqadar 

1,000 

200 

40 











2. Ladd 

120 

96 

16 

, , 


.v 





T * 


• « 

8. Hangoo 

800 

100 

. . 

. , 




. . 



« « 


. . 

4. Billitang 

! s 

1 l 48f| 
; 1,400 

7 

$ • * 

. . 

55 

135 

h" ; 

55 

80 


5 


1 ' 

.. 

5. Bbamtour 

1,196 

105 


... 




i .. 





6. Kotnajibulla . 

! 1,440 

600 

300 

24 

noil-cultivable 

! .. 



200 

200 

7. Punondheri . 

600 

450 

19 

, , v 



. . 


! 



300 

150 

8. Ghoriwala 

560 

, . 

80 





i 






( 300 

1 



■ 






* * 


9. Potali , . 

: l 130 

$ r 




300 








10. Gui Imam . 





320 

200 

; «• 

200 

Vi 

30 

240 


.. 


* Land giving two crops yearly, 
f Land giving one crop yearly. 


No revenue settlements have recently taken place in the 
other two Areas, and no reliable information from official 
sources as to the trend of prices of land in recent years 
is, therefore, available. It is, however, interesting to 
note that in the old Delhi district, the sale price of land 
during the years 1868-74 was returned as Rs. 30 per acre, 
whereas between the year 1901, when the Land Alienation 
Act was introduced, and 1910 the average price per acre 
outside Delhi proper, of which roughly 35 per cent, was 
waste land, was Rs. 78, indicating an increase of as much 
as 160 per cent. In Chapter IV regarding the burden 
and effects of rural indebtedness we have given figures 
which indicate the increase in the price of land that has 
taken 'place in these Areas, during recent years. 
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The tables below show the prices of land in the several 
villages in which intensive enquiries were made : — 

Delhi. 


Value of land per acre. 


Serial 

No. 

1 

Villages. 



Irrigated. 

A ■ ; 

Unirrigafced. 

; Uncultivated. 

1 

Akbarpur Majra 



( (a) 500 
l (6) 250 

(a) 300) 

(b) 150 ) 

(a) 150 

2 

Jhingola . 



100 

80 

40 

3 

Mohammadpur Majri 



500 

400 

50 

4 

Nangloi Sayyad 



700 

400 

100 

5 

Deo Bala 



— 

250 

100 

6 i 

Jafarpur Kalan 



300 

250 

! — 

' 7 

Nangli Sakrauti 



500 ; 

250 

Sailab. 300 

■ 

8 

Rajpur Khurcl . 


9 

720 

480 

240 

9 

Jonapur • 


* 

250 

150 

75 

10 

Shahpur Jat . 



960 

960 

200 

11 ' 

Mas] id Moth . 

• • • - 


960 

860 

— 

' 12 ' 

Hanz Bani 

* 


720 

480 

— 

n 

Balupura 



150 

100 

50 

14 

Silampur . 

* 


500 

375 

200 


: Note.h— (a) proprietary rights. 
(b) occupancy rights. 


Ajmer-Merwara. 


Value of land per acre. 


Villages. 

’ Ckahi. 

TalabL 

1 Abi. 

Bamni 

Unculti- 

vated. 

Average value 20 
years ago. 


Es. 

Es. 

Bs. 




1. Eupnagar 

200 

150 

100 

50 


80 

2, Lavera . 

250 

125 

WO 

30 


210 («t). 

70 

3. Balad . « 

250 

150 

100 

75 

3S 

4. Bar 

400 

300 

250 

150 


100 

5. Itajiawas 

500 

500 

300 

100 


100 

0. Chat 

300 

188 

50 

25 


250 (Chahi). 

7. Nayaron 

500 

500 

75 

50 


375 {Ckahi). 

8. Bagar . 

400 

300 

100 

100 


250 (Chahi). 

9. Sarana . 

200 



25 


150 {Chahi) . 

10. Bausaryan 

1,250 

.. 

1,000 

500 


750 {Chahi). 

11, Makrera 

375 

,, 

500 

250 


Not available. 

12. Baghana 

300 

‘ *350 

75 

50 


300 (Chahi). 

13. Eawat-mal 

500 

250 

200 


100 

14. JaswantpHra . 

250 

250 

100 

25 


i 150 (Chahi). 

15. Sanod . 

500 

700 

125 

50 


I 250 (Chahi). 

10. Banjari . 

500 

, . i 

. . 

100 

” 25 

! Not available. 

(irrigated) 






17. Bhagwanpura 

1 500 


: .. . ' • 

250 

25 

Do. 

i (irrigated) 


' . - 




18. <Mti . 

500 

. . 

500 

' 250 

100 

Do. 





(Sattabi). 



19. Sarmalian 

375 

375 

150 

125 

125 

f 

250 

175 (Chahi). 

20. Xekri . 

250 

50 

45 

.. ] 
l 

100 (Talabi). 

25 (Batani). 






29 


1 



18. The foregoing review of the economic conditions 
. . of these three provinces brings 

one usion. out clearly the main factors that 

must be taken into account while devising measures 
for the extension of banking facilities. Both the North- 
West Frontier Province and A j mer-Merwar a are predomi- 
nantly rural, while Delhi is mainly urban. The bulk of 
the agriculturists are small producers, and such of them 
as are tenants-at-will have generally no security to 
offer except the crops they grow. The security, which even 
the proprietors of land can offer is greatly affected 
by the Punjab Land Alienation Act or Regulations similar 
to it. The number of active workers compared to the 
total rural population or the total number of adults is far 
too small, particularly in the North-West Frontier Pro- 
vince. Communications both in the North-West Frontier 
Province and Ajmer-Merwara, though improving, are still 
far from satisfactory. The bulk of the produce grown 
consists of food-grains, and much of the cultivation, is, 
therefore, merely farming for subsistence. And finally, 
an overwhelmingly large number of people are illiterate, 
and only a small percentage of even the literates can read 
and write English. • 



CHAPTER III. 


Rural Indebtedness. 

19. We were asked to make as accurate an estimate of 
the rural indebtedness of the Centrally Administered 
■ . „ . . Areas as was possible. The task was 

by no means an easy one. In the 
North-West Frontier Province there has never been an}' 
previous enquiry into indebtedness at all and the Local 
Administration were against making any extensive 
enquiries in the villages of the province, except in 
a few selected cases, as any such attempt was likely to 
be misconstrued owing to the peculiar circumstances of the 
province. Even the figures relating to total existing 
mortgages and mortgage money were not, except in the 
district of Peshawar, easily available at the headquarters 
and the Local Administration was able to supply them to 
us only at a very late stage of our investigations. 

In the case of Delhi, the only available literature on 
the subject consisted of a few sentences in Major 
C. IT. Beadon’s final Settlement Report of the Delhi 
District, 1906 — 1910 , in which it was stated “ that the 
unsecured debt of the proprietors is returned as 35 lakhs 
of rupees, a sum which is about four times the former land 
revenue demand and means a debt of Rs. 40 per individual 
proprietor ”, but the attempt to get any details of this 
estimate or the basis on which the estimate was made or 
even the method employed for making that estimate bore 
no fruit. 

In Ajiner-Merwara the only comprehensive enquiry 
made was half a century ago in the time of Sir J. D. La 
Touche, but no details of this estimate could be got from 
the Local Administration. No enquiry into indebtedness 
was made at the time of the last settlement report, and in 
the absence of any definite information as to the total 
existing mortgage money in any previous year, the figures 
of yearly mortgages for a few years, which was all that 
could be had from the local administration, led us nowhere. 
A reference was made in the report on the working of the 
co-operative societies for the year 1919 to an enquiry made 
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by the Co-operative Department into the indebtedness of 
co-operative members but the Registrar of Co-operative 
Societies. Ajmer, could not trace any papers in his office 
relating to this enquiry. A rough estimate of the rural 
indebtedness of the province was made by Mr. Calvert 
in his note on the working of the co-operative societies 
in Aj mer-Merwara in 1918, but the assumptions on which 
it was based could not be accepted by the Committee as 
correct in view of the later information available. The 
task therefore had to be undertaken without any help or 
guidance from previous enquiries and practically without 
the help of any statistical material available at the Local 
Government’s head office. 

20. The Co-operative Department in all the three 
Centrally Administered Areas have furnished the Com- 
, r _ , mittee with figures which can be made 

Mr. Darling s Method. ^ ^ ^ ^ Qf in{Jebted . 

ness of the Areas on the lines of Mr. Darling’s estimate 
for the Punjab, though in the case of the North-West 
Frontier Province the available figures are rather scanty, 
as the co-operative movement has made headway only in 
two tehsils of the province, viz., Haripur and Abbottabad. 
The relevant statistics and the estimates of rural indebted- 
ness of the Province on these lines are given below : — 


— 

i Open debt. 

. 

Mortgage 

money. 

Total debt. 

i Total 

No. of 
members. 

Debt 

per 

member. 

Average i 

debt per 
' person. 


Es. 1 

Es. j 

Es. 


Es. 

Es. I 

Aboottabad 

31,687 f 

62.479 ! 

-AY , j 

94,066 

500 

188 

36 

Haripur . 

97,769 

3,29,576 ' 

4,27,345 

1,651 

259 

50 

Both Tehsils ' . 

1,29,356 

3,92,055 | 

5,21,411 j 

2,151 

242 

47 


Average size of a family in North-West Frontier 

' 'Province ■ . : : , . ■ . * A" i' : . ..A. 

Bural population of the North-West Frontier 
Province at the Census of 1921 * . - . * 

Total rural debt for the North-West Frontier 
Province estimated on the basis of — 

(a) debt per member in Abbottabad . . * 

(b) debt per member in Haripur . 

(c) debt per member in Abbottabad and 

Haripur taken together 


1,915 491 

Es 

6 , 92 , 52,367 

9 , 54 , 66,187 

8 , 91 , 44,004 
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In the case of Ajmer-Merwara we have figures avail- 
able for as many as 477 co-operative societies in the pro- 
vince, and, therefore, the basis for framing an estimate of 
indebtedness is much broader than in the case of the North- 
West Frontier Province. The following table, for which 
we are indebted to the Co-operative Department of Ajmer- 
Merwara, gives us the statistics necessary for the- 
purpose : — 



Ajmer-Merwara . 

Indebtedness of the members of Co-operative Societies. 


S3 


j 
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The rural population of A j mer-Merwara at the census 
of 1921 was 3,30,574 and the average size of a family 
was 4-22. On the basis of these figures the total rural 
indebtedness of the province, may, therefore, be estimated 
at Rs. 3,62,69,138, of which the mortgage debt of the pro- 
vince will be Rs. 93 , 21 , 871 . 

It will be noticed that in the statement received from 
the Co-operative Department, the classification does not 
follow the lines of Mr. Darling’s classification of the 
members of co-operative societies in the Punjab into 
proprietors, occupancy tenants, farm servants, etc. We 
did not think it worth while to ask the Co-operative 
Department to undertake the trouble of this laborious 
classification, as even with this correction Mr. Darling's 
method is open to the general objection that it assumes 
that the economic condition of proprietors, cultivators, 
etc., in the co-operative movement is not different from that 
of those who are outside the co-operative movement — an 
assumption which our enquiries show to be wide of the 
mark. The Registrar of Co-operative Societies, Ajmer- 
Merwara was, however, requested to classify the members 
of each co-operative credit society as rich, poor and average 
according to the general opinion in the village in which 
the co-operative credit society is situated, and give the 
relevant figures regarding indebtedness of the co-operative 
members who are considered as average villagers. How 
wide is the difference between the indebtedness of this 
average person of the rural areas and the average indeb- 
tedness per member of the co-operative society is strikingly 
brought out by the following table : — 



Average Indebtedness of members of Co-6'perative Societies. 



Compared to the persons resident in each of the grillages having a co-operative credit society. 




f i.e., those members who are considered in their own village as neither rich nor poor. 




CM 

00 

00 

CO 

CQ 

S 

s 

Gi 

00 

s 

PS 

rjT 

00 

o5“ ■ ■' 

CO . 




■ ^ 

'. 00 


<M 

■■■■ ; f-4 

CO 





I> '■'. 

!> 


CO 

00 

PS 

031 

GO 

O 

CO 

■■-■:■■■:*&■ 

IQ 


CO 

CO 




CO 

»~1 


to 

CO 

PS 

05 


# CM 

tH 

pH 

r-4 

CM 

CM 

rM 

■;■ . ■ 




8 

ca 

O 


m 

i—J 



CM 

iO 

CO 

CO 

PS 

CO*' 

CO 

vie? 

CO 


CO 

00 

GO 



CM 

hT 

CO 
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Adopting tlie average debt of an average member of 
the villages in the co-operative movement as the basis of 
the estimate, the total indebtedness of Ajmer-Merwara 
may be estimated at Es. 219 lakhs, a figure which is less 
by as much as 40 per cent, 'of the estimate based upon the 
average indebtedness per member of co-operative societies. 
This is confirmed by the following analysis of the enquiry 
into indebtedness of such of the villages selected for inten- 
sive survey in Ajmer-Merwara as have an agricultural 
credit society : — 


Villages. 

A;/:. " 

Total 
debt per 
indebted 
member of 
Cooperative 
Society. 

f 

Gross debt 
per family. 

' f 

Gross debt 
per 

indebted 

family. 

t 

Gross debt 
per really 
indebted 
family 
of the 
village. 

f 

Kef debt 
.per. really' 
indebted 
family 
of the 
village. 

Rupnagar 




550*4 

173-2 

249-6 

268-3 

262-6 

Lav era . 


* 


1880*9 

819-1 

905-3 

917-6 

916-2 

Balad . 


• 


577*7 

249-6 

465-9 

457-7 

457-5 

Bar 




778-4 

322*5 

398-2 

414-5 

409-1 

Raj ia was . 




723*4 

245*3 

' ; 

320-2 

316-5 

312-4 

Kayran . 




1162-8 

629-3 

969-3 

969-3 

956-7 

Bag&r 




832-1 

433-4 

506-2 

475-6 

454*7 

Sarana . 




441*5 

i 

| 361-4 

459*9 

460-1 

419-1 

Daasary&n 




701-0 

610*1 

649*9 | 

839-6 

591 ‘8 

Rawatmal 




876*1 ; 

447*4 

589*2 

604-2 

588*7 

Sanadh . 




876*1 

624*4 

739*8 

■ ' ■ . . i 

730-8 

715*8 

Ban jar! . 




987*2 

513-8 

565-2 

567*8 

551-1 

Bhagwanpura . 


• 

950-0 

802*6 

895-2 

893*5 

893-5 

Galti 



• 

600-0 

476-4 

584*5 

464*2 

492-3 


t For the whole village. 


In the case of Delhi, similar figures taken from the 
haisiyat statement of 184 agricultural co-operative credit 
societies lead to an estimate of Rs. 2,38,89,840 as the debt 
of the rural classes in Delhi as is shown in the calculations 
set out below:— 


c 2 
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A comparison of this table with the analysis of the 
intensive survey conducted in 9 villages in the Delhi Pro- 
vince, however, suggests that this is clearly an over-esti- 
mate. For the village of Nangloi Sayyad, the average 
total debt per family of the members in the co-operative 
movement is Rs. 1,245, a figure which is considerably 
higher than not only the average total debt per family in 
the village as a whole, Rs. 680-28, but also higher than the 
average debt per family of tenants, Rs. 417, as well as 
the average debt per family of the non-cultivating families 
in the village, Rs. 81. A similar contrast exists in the 
case of other villages of the Delhi Province as the following 
tabular statement will show : — 


Tillages. 


Total debt 
per indebted 
: family of 
members of 
j Co-operative 

1 Societies. 

1 

Gross debt 
per family in 
the village. 

Gross 
debt per 
indebted 
family 
of the 
village. 

Gross debt 
per really 
indebted 
family 
of the 
village. 

Net debt 
per really 
indebted 
family 
of the 
village. 

1. Nangloi Sayyad . 


1,245 

6S2 

735 

735 

735 

2. Shahpur Jut 


2,559 : 

I j 

2,089 | 

2,334 | 

2,355 

2,228 

3. Nangli Sakraoti . 


. : S3 4 ! 

483 j 

490 | 

495 1 

487 

4. Rajpur Ivhurd 


. . . ! 924 

525 

707 | 

774 | 

750 

5. Silarapur 


. j 1,213 

V ; i 

509 

594 j 

594 J 

594 

6. Masjid Moth 


j' 1 ■ ! 

. ; 3,743 

1,779 

; 2,023 

2,023 

2,628 


21. The Committee had the benefit of a note by 
Mr. Calvert, dated as early as 1918, in which he used 
„ „ , ., • , , the income-tax statistics as the basis 

of an estimate of the rural debt ot 
Ajmer-Merwara which he put down at not less than 2 
crores- But this was based on a number of assumptions 
which we find it difficult to accept. He assumed on the 
basis of a comparison between the census figures for 1901 
and 1911 that the class of persons dependent on banking and 
money-lending was rapidly increasing , while the actual 
census figures for the year 1921 showed a substantial 
decline from 7,191 in 19il to 5,949 in 1921 in the number 
of persons comprised in this class. He assumed that all 
income-tax assessees in this class were persons who lived 
on lending money to rural classes, while the evidence before 
the Committee shows that the urban money-lender generally 
fights shy of the agriculturist. He assumed profits on 
money-lending at 12| per cent, while the Income-tax Officer 
in Ajmer-Merwara is definitely of opinion that “ the 
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indigenous money-lenders in rural areas earn not more 
than 9 per cent, per annum and in the urban areas not 
more than 6 per cent., as a loan generally remains unpaid 
to a great extent ” . 

At the census of 1921 the pumber of persons dependent 
on banking and money-lending in Ajmer-Merwara was 
estimated at 5,949 of whom the actual male workers 
numbered only 1920, and 490 of these were classed in the 
census as partial agriculturists. The number of income- 
tax assessees in 1921, both in rural and urban areas of 
Ajmer-Merwara, was only 21, and the income assessed by 
the Income-tax Department amounted to only Rs. 2,14,778. 
The number of persons who paid income-tax in that pro- 
vince in 1916-17 was only 172, and assuming that' the 
number of persons having an income of between Rs. 1,000 
and Rs. 2,000 remained the same in 1921, the total 
earnings of this class cannot be estimated at higher than 
Rs. 2,27,000. According to Mr. Calvert’s estimate, out of 
2,455 male workers among the banking and money-lending 
class in 1911, somewhere about 600 had incomes between 
Rs. 500 and Rs. 1,000 ; and assuming that the proportion 
of this class to the total number remained the same in 1921, 
the total income of this class in 1921, cannot be estimated 
at higher than Rs. 2,61,750. The annual income of the 
remaining persons was estimated by Mr. Calvert at an 
average of Rs. 200 a year ; and on this basis the total income 
of the remaining 909 persons would approximately amount 
to Rs. 1,81,800. This means that the total income of urban 
and rural money-lenders in 1921 was in the neighbourhood 
of 9 lakhs. In 1921, the ratio of urban incomes to rural 
incomes assessed by the Income-tax Department was 
Rs. 1,85,471 : Rs. 29,307, i.e., 1000 : 158. Making allow- 
ance for a portion of the earnings of the city money- 
lenders of Ajmer-Merwara from loans to the rural 
population, the proportion of income derived from money- 
lending in the urban areas to the income derived from 
money-lending in the rural areas cannot fairly be estimated 
at higher than 4 : 1, which reduces the income of the pro- 
fessional money-lenders in rural areas to about Rs. 1,80,000, 
a figure which is less than |th of Mr. Calvert’s estimate. 
Taking the maximum estimate by the Income-tax Officer, 
Ajmer, of the rate of realised income, this will indicate a 
total open rural debt due to money-lenders of only Rs. 20 
lakhs and not Rs. 120 lakhs as assumed by Mr. Calvert. 
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This estimate based on Mr. Calvert’s method and the 
figures supplied by the Income-tax Department is open to 
the obvious objection that it assumes (a) that the whole of 
the indebtedness of the agriculturist in the rural areas is 
due to the professional money-lender, (b) that the entire 
income of the rural money-lender in Aj mer-Merwara is 
interest on loans to agriculturists and (e) that a substantial 
part of the income from banking and money-lending of the 
income-tax assessees is not derived from business outside 
Ajmer-Merwara. As these assumptions are not supported 
by the general trend of the evidence we have received and 
the statistical material we have collected, we consider it 
unsafe to make an estimate of the total rural indebtedness 
of Ajmer-Merwara on the basis of the income-tax figures. 


22. A more scientific method for estimating rural 
indebtedness is what is known as the sampling method. 


Sampling Method. 


The Committee requested the Local 
Administrations to select a certain 


number of typical villages for a survey of economic 
conditions in general and indebtedness in particular. 
It was not possible to choose any other agency than 
the village revenue staff in the first instance, but very 
detailed instructions on each point were issued by the 
Indian Economist on the Committee and the Local 


Administrations were kind enough to direct the Tehsildars 
and the Revenue Assistants to explain these instructions to 
their subordinates and to check their work. A member 
of the Committee toured in the North-West Frontier 
Province for nearly a month in order to check how the 
work was being done, but he reported that the lower revenue 
staff had misunderstood the instructions in several 


important particulars and had to be asked to correct the 
entries filled in the forms sent out. The corrected entries 


have been used for analysis in this chapter, adequate allow- 
ance being made for such mistakes due to misunderstand- 
ing of revised instructions as could be easily detected 
from the entries made; but owing to the delay in receiving 
the material it was not possible for the Committee to send 
round a responsible officer to check the entries again. 
The villages selected by the Administration in the North- 
West Frontier Province were generally big villages, but 
this does not detract from the value of the statistical 
material as the number of samples of different classes of the 



rural population is fairly large. The villages selected by 
the Local Administration in Delhi and Ajmer-Merwara 
appeared to be fairly typical of the various district econo- 
mic tracts of these provinces. In Delhi, the work of the 
patwaris was not only supervised by a superior revenue 
officer selected by the Deputy Commissioner, but the Sadar 
Qanungo and the Inspector of Co-operative Societies toured 
round and corrected mistakes similar to those detected by 
the Indian Economist in his visit to two of the selected 
villages. The work in Ajmer-Merwara was also done 
satisfactorily; not only the Tehsildars were keen on 
thoroughness but the Extra Assistant Commissioner. 
Beawar, and the Naib Tehsildar, Ajmer, whose whole time 
services were placed by the Administration at the disposal 
of the Committee, spared themselves no pains in keeping 
themselves in close touch both with the Indian Economist 
on the Committee and the patio avis in the villages and in 
making the entries in the forms issued by the Committee 
as accurate as could reasonably be hoped for within the 
time available. 

In most of the villages, the enquiry embraced the entire 
population resident in the villages. In a few the non- 
cultivating and landless classes have been omitted. Out of 
3,162 families in 20 villages of Ajmer-Merwara selected 
for intensive survey, 2,912 families are agriculturist pro- 
prietors and tenants*, and out of the remaining 250 fami- 
lies 9 are landless mahajans and 24.1 landless labourers and 
artisans. In Delhi the enquiry embraced 759 families in 
14 selected villages, of which 673 belonged to the class of 
agriculturist proprietors and tenants, 72 to the class of 
landless labourers and artisans and 14 to the mahajan 
class. In the North-West Frontier Province the total 
number of families in 16 villages under investigation was 
10,482, of which 5,191 were landed proprietors, 3,141 were 
tenants, 2,003 were families of landless labourers and arti- 
sans, and 147 were landless shopkeepers and money-lenders. 
The number of families of each class of rural population in 
the villages selected for enquiry was thus sufficiently large 
for a fair estimate to be made for the whole of these three 
provinces. ■ .v.yAipf V. y.v; : ; -v'' ' d' 

How far the villages taken up. are fair geographical 
samples of Ajmer-Merwara, Delhi and the North-West 

* Including mahaimi proprietors and tenants. 
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Frontier Province is 

evident from the following list which 

gives the name of each village and the tehsil or the circle 
in which it is located : - 


A jmer-Merwara. 


Beawar Tehsil. 

Villages . 

Villages. 

1. Rajiawas. 

4. Balad, 

2. Bar. 

o. Rawatma], 

j 3. Sarmalian. 

; 

6. R up n agar. 

■ ; 

| 

* 

Todgarh Tehsil. 

1. Banjari. 

3. Dansaryan. 

2. Bhagtvanpura. 

4. Bagar. 

5, Baghana. 


Ajmer Sub-Division. 

1. Main era. 

5. Jaswantpura. 

2. Nay ran. 

6. Sarana. 

3. Chat. 

7. Laver a. 

4. Sanod. 

8. Galti. 


Kehri Sub-Division . 


1. Ejekri. 


Delhi Province . 

Villages. 

Circle. { 

1. Jhingola 

2- Akharpur Majra 

tAV: f 

' j chak Ivliadar. j 

• * '' i 

3. Mohammadpur Majri . B|mgar> j 

4. Nangloi Sayyad . . J j 

o. Deorala 

0. Jafarpur Kalan 

* j-Chak Dakar. 

7. Bhahpur Jat 

8. Masjid Moth 

*|chak Khandrat, 

9. Raj pur Khurd . 
10. Jonapur Khurd 

* ]-Chak KohL 

11, Dalupra 

12. Bilampur 

jchak Shahdara. 
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North-West Frontier Province. 


Villages . 

Tehsil. 




District* 

1. Chamkani 

. Peshawar . 



: ;':S 


2. Pabbi 

. Nowshera . 





3. Sbabkadar . 

. Charsadda . 




* Peshawar. 

4. Meyar . 

. Mardan 





5. Mania . 

. Swabi 



) 


6. Laehi . . 

. Teri 




7. Hangoo 

Hangoo 




Kohat. 

8. Billitang 

. Kohat 



3 


9. Dhamtour 

. Abbottabad 



) 


10. Kot Najibnlla 

Haripur Hazara 




Hazara. 

11. Punon Dheri 

. Mansehra . 



) 


12. Ghoriwala 

, Bannu 



’O 

• Bannu. 

13. Shahbaz Khel 

. Marwat 



3 

14. Potah . 

. Her a Ismail Khan 




Dera Ismail 
Khan. 

15 . Maddi . 

Kulaehi 



1 

16. Gnl Imam . 

. Tank 



) 


23. In order to understand the full implications of the 
figures in the following paragraphs, it is necessary to 

explain the meaning of the terms used. 

JSZSSiJui*. Fa™ 1 ® d^ed «» “ from «>t ” 

include not only those who are 
absolutely free from debt but also those who have lent more 
than they have borrowed or as much as they have borrowed. 
“ Indebted ” families are distinguished from “ really 
indebted families ” by excluding from the former those 
who have lent as much as, or more than -what they have 
borrowed. ” Net debt” of “indebted” or “really 
indebted ” families means gross debt minus the amount 
lent by these families. 

24. The intensive surveys of the indebtedness in these 
Kesnits of intensive selected villages yield the following 

survey. results : — 



North-West Frontier Province. 
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Delhi Province. 

Indebtedness in 24 milages selected for intensive survey. 
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Indebtedness of proprietors and cultivators in 14 villages 

of Delhi. 


Total of 

families 
entered. 

Gross debt 
per family. 

2To. of families 
really free from 
debt, i.e. y those 
who are absolu- 
tely free + those 
who have lent 
more than they 
have borrowed + 
those who have 
lent and borrowed 
the same amount. 

Gross debt- 
per really 
indebted 
family. 

. , 

Het debt 
per really 
indebted 
family. 


Rs. 


Rs. 

Rs. 

673 

909-3 

103 

973 

884*9 







Total . 3,182 1,93,759 10,73,715 12,07,474 400-8 2,404 527-2 228 152,81' 

























( Concluded .) 
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Estimating the indebtedness of the proprietors 
(including mortgagees) and tenants of the North-West 
Frontier Province separately as well as that of the whole 
of its rural population on the basis of this analysis of in- 
debtedness in the selected 16 villages, the results are 


indicated in the calculations set out below 


I . — All families- 
A. 


Rural population of North. -West Frontier 
Province 

Average size of rural family 

Gross debt per member of a household 
according to the result of intensive 
survey of 16 villages . 

Gross debt of the whole rural area of 
the province . . . . ... . Rs. 


B. Proportion of population really indebted 

Net debt per member of really indebted 
household Rs. 

Net debt of the really indebted popula- 
tion of the rural areas . . . Rs. 

II. — Landowners — « 

A. Landowners of the province . 

Gross debt per member of landowners 5 
household . .... Rs. 

Gross debt of all landowners of the 
province Rs. 

B. Proportion of landowning classes really 

indebted 

Gross debt per member of really indebted 
household of landowners . . . Rs. 

The gross debt of really indebted land- 
owners of the province . . . Rs. 

Net debt per member of really indebted 
household of landowners . . . Rs. 

Net debt of really indebted landowners 
of the province . . . . - Rs. 

III. — Tenants - — 

A. Number of tenants in the province in- 
cluding * agents \ farm servants and 
field labourers . . ... 

Gross debt per member of a household 
of tenants . . . * . Rs. 

Gross debt of all tenants of the province Rs. 


1,915,49 1 
5* L 

301-7 


5T 


11,33 lakhs. 

4,756 

10,482 

551*2} 

5*f 

9,4 ) Ikhs. 

7,45,351 

428*2 

5*1 

6,26 lakhs. 

2,467 
6,191 
868*6 ^ 

¥i 

6,03 lakhs. 

758*5 
" 5*1 

5,27 lakhs. 


727,777 

138*6 


5*1 

1,98 lakhs. 
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III. — Tenants — eonfcd. 

B. Proportion of tato.an.fe really indebted’ 

Gross debt per member of really indebted 
household of tenants . . • • Bs. 

Gross debt of really indebted tenants of 
the province « . * • * ^ s * 

Net debt per member of really indebted 
household of tenants . * . . Bs. 

Net debt of really indebted tenants of 
the province ... . . Bs. 

Similar calculations for the rural area of the Delhi 
Province on the basis of the results of intensive survey in 
14 villages lead to an estimate of Rs. 366 lakhs for its gross 
debt and of Rs. 341 lakhs for its net debt. But if we 
exclude Shahpur Jat and Masjid Moth as being excep- 
tional villages from the point of view of indebtedness, the 
estimate of gross debt of the rural population of the pro- 
vince is reduced to Rs. 270 lakhs and that of the net debt 
to Rs. 256 lakhs. 


1,618 
3,141 ~ 
264-8 
' 5'f ■ 

1,87 lakhs. 

216-3 

61 

1, 58 lakhs. 


The gross debt per family of proprietors and cultivators 
in these fourteen villages is Rs. 909 3 and the net debt per 
family of this class is Rs. 884-9. At the census of 1921 
the total number of persons depending on income from rent 
of land was 4,764 and that of ordinary cultivators and 
dependants was 1,18,486; while the average size of the 
family in rural Delhi was 4-3. The total gross debt of the 
agriculturists of this province works out on this basis to 
Rs. 261 lakhs; and their net debt comes to Rs. 254 lakhs. 


For Ajmer-Merwara, the results of intensive survey 
indicate the average gross debt per family of Rs. 400-8 and 
a net debt per family of Rs. 329-1. On the basis of census 
figures for 1921 this means a gross debt of Rs. 314 lakhs 
and a net debt of Rs. 258 lakhs. The gross debt per 
family of owners and cultivators is Rs. 398 and multiply- 
ing this by the total number of agriculturist families at 
the census of 1921 the total debt of the agriculturists of 
the province comes to Rs- 272 lakhs. 

25. By far the most satisfactory method of getting at 

the real indebtedness of the rural population is to have an 

extensive survey of all the villages in 

, Extent of indebtedness the province. The village staff in 
ta,a » Exteastv. tar- Ajm ^. Merwara an( J De]h f had at tf , e 

desire of the Committee undertaken 


vey. 
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this, but it has not been possible to arrange for checking 
their work except in a very limited number of cases. 
Generally, the figures of mortgage debt and the debt owed 
to co-operative societies were found to be correct, but the 
patwari’s estimate of the open debt was occasionally found 
to be a slight under-estimate, for which an allowance of 
about 5 per cent, may well be made. In some cases the 
patwaris have omitted the landless class altogether, so that 
the estimates lack completeness. None the less they give a 
more correct view of the whole than indirect methods of 
making an estimate of indebtedness. In Delhi the enquiry 
embraced 24,341 families in 295 occupied villages of the 
province, consisting of 23,696 families of land owners and 
tenants, 279 families of landless mahajans and 366 
families of landless labourers and artisans. Out of these 
as many as 11,916 families are absolutely free of debt, 756 
have lent more than they have borrowed and 5 have lent 
and borrowed equal amounts, so that 52-08 per cent, of 
these families are really free from debt. Of the total 
number of 23,696 proprietors and tenants, 12,193 or 51-45 
per cent, are really free from debt. Among the landless 
class, the patwaris’ enquiries were limited to 279 families 
of mahajans and 366 families of landless labourers and 
artisans. Of these, only 24 mahajan families and 137 
families of landless labourers are indebted. The total 
gross debt of 12,425 indebted families is Rs. 1,00,48,207; 
but of thes6, 761 families have lent either as much as or 
more than they have borrowed, and the net debt of the 
remaining 11,664 really indebted families is Rs. 96,77,844. 
All the landed proprietors and tenants have been included 
in the enquiry. The number of indebted families among 
them is 12,194 and their net debt is Rs. 95,73,304, of which 
the mortgage debt is Rs. 42,41,854. At the census of 
1921, the total number of workers and dependants in rural 
areas, other than those who are rent receivers and ordinary 
cultivators, was only 60,518. The intensive enquiries in 
14 villages of Delhi suggest a probable decrease of 3 per 
cent, in the rural population ; and a fair allowance for this 
will reduce the strength of the landless class to 58,703. 
Of the 366 families of landless labourers under investiga- 
tion, only 137 were found to be in debt and that to the 
extent of Rs. 82,504. Assuming that 58,703 non- 
agriculturists including mahajans are no better off than 
landless labourers, it indicates for this class a gross debt 



of Rs. 30,77,129. The total gross debt of the rural popu- 
lation of the Delhi Province cannot thus exceed Rs. 
1,30 ) 42„832 and the net debt is well under Rs. 1,23,50,433. 

In 511 villages of the Khalsa area of Ajmer-Merwara 
enquiries were made into the indebtedness of every pro- 
prietor and cultivator and the results obtained are summa- 
rised below : — 


Circle. 

No. of 
families. 

Mortgage. 

Gross debt 
simple. 

/. — Beawar Tehsil. 

L Jawaja , 

2,582 

Bs. 

2,03,539 

Rs. 

10,52,333 

2. I&wanagar .... 

2,814 

1,56,299 

11,32,982 

3. Chang . . . . 

2,028 

1,30,160 

7,72,313 

4. Kalinjar ..... 

2,804 

2,36,618 

8,66,399 

Total 

10,228 

7,26,616 

38,24,027 

II.—Todgrah Tehsil. 

1. Bhiem . . . 

3,271 

5,86,317 

10,33,560 

2. Baghana ..... 

2,413 

4,35,867 

5,18,169 

3. Bali ...... 

2,825 

2,66,673 

i 

9,14,390 

Total 

8,509 

12,88,857 

24,66,119 

III.- — Ajmer-Tehsil. 

L Ramsir ..... 

2,698 

65,775 

12,74,447 

2. Pushkhar , 

2,882 

1,23,285 

13,50,987 

3. Gngwana 

3,168 

1,39,603 

11,30,857 

4. Jetkana . . 

3,637 

2,03,097 

26,62,228 

5. Srinagar ..... 

3,145 

2,26,491 

19,41,867 

6. Derathu ..... 

2,678 

1,96,765 

19,46,742 

Total 

18,208 

9,55,016 

1,03,07,128 

IV . Kekri 

690 

14,950 

1,52,464 

GRAND TOTAL 

37,635 

29,85,438 

1,67,49,738 
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This indicates a gross debt of Rs. 519 4 per family of 
the agriculturists. We have no means of knowing the 
indebtedness of the agriculturists in the Istimrciri area; 
but if the bold assumption be made that they have the 
same credit and facilities for borrowing as those in the 
khalsa area, the gross debt of the agriculturists in the whole 
province can be obtained by multiplying the average gross 
debt per family with 68,294, the total number of agricul- 
turists' households at the census of 1921. This means a 
gross debt of Rs. 8,54,71,803 for the agriculturists as a 
class. 

At the census of 1921 there were 10.205 rural families 
of persons who were neither owners nor cultivators of land. 
We have no complete information regarding the indebted- 
ness of this class but since 3,791 of the landless labourers’ 
families in 509 villages of the khalsa area included in our 
investigation had a debt of Rs- 11,71,639, we are justified 
in believing that the total net debt of this class (which in- 
cludes village mahajans) in the whole of Ajmer-Merwara, 
cannot exceed Rs. 31,54 thousands. This is clearly an over- 
estimate since the average debt per family of mahajans 
(including free as well as indebted families) is only Rs. 154, 
as against Rs. 4241 for landless labourers included in our 
extensive survey of 509 villages. The gross debt for the 
whole of the rural population of Ajmer-Merwara is thus 
appreciably below Rs. 386 lakhs. 

We have been able to examine in greater detail the 
separate entries, in the forms sent out by us, against 
42,953 families in 509 villages, of which 37,487 are 
families of landed proprietors and cultivators out of a total 
of 37,635 agriculturists’ families in the khalsa area con- 
taining 511 villages included in the extensive survey. For 
convenience of reference, we give below the general summary 
of the results of our scrutiny : — 
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It will be noticed tliat of these 42,953 families, only 
35,613 are indebted to any extent and their gross debt is 
Rs. 2,19,98,133. Deducting the amount lent by the indebt- 
ed families, the number of really indebted families is 
reduced to 33,472 and their net debt to Rs. 1,86,24,578. In 
other words, 7,340 families or 17'1 per cent, are absolutely 
free from debt, 2,141 or 4-9 per cent, have lent more than 
they were borrowed or lent the same amount as they have 
borrowed, and 9,411 or 22 per cent, of 42,953 families are 
really free from debt. Of 37,487 families of landed pro- 
prietors and cultivators, included in this, 6,660 or 17-8 per 
cent, are absolutely free from debt, which means for this 
class a slightly higher percentage of families absolutely 
free from debt than for 42,953 mixed families as a whole. 
The net debt of 30,827 really indebted families among 
them is Rs. 1,73,93,672. Out of 3,741 families of landless 
labourers, included in the total of 42,953 families, only 
2,314 are in debt and that to the extent of Rs. 9,81,504 
net debt. Of 1,675 mafia jans families under investiga- 
tion, only 313 are really in debt, and their net debt, amounts 
to Rs. 2,49,402. 

The salient points brought out by this elaborate enquiry 
may then be summarised as follows : — 

(i) The proportion of families really free from debt 

is appreciably higher than that of those who are 
absolutely free from debt. 17-1 per cent, of 
the total rural population is absolutely free 
from debt and 22 per cent, really free from 
debt. 

(ii) The percentage of indebted families is highest 

among proprietors and cultivators of land and 
lowest among the mahajans. The landless 
labourers stand between the two. 

(Hi) The net debt per really indebted family is 
Rs. 796-8 for the mahajans, Rs- 564-3 for pro- 
prietors and cultivators of land and Rs. 424-1 
for landless labourers. 

It looks at first sight a surprising fact that the most 
heavily indebted families should be the indebted mahajans. 
With a view to test this further, a more detailed examina- 
tion was made of the figures relating to mahajan families 
in as many as 186 out of these 509 villages. 
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The result is indicated below : — 

A nalysis of figures relating to really indebted mahajam 
in 186 villages of A jmer-Merwara. 


No. of Villages. 


No. of 
families 
of 

mahajans. 

Really 
indebted 
families of 
mahajam . 

Gross debt 
of really 
indebted 
mahajans. 

Net debt 
of really 
indebted 
mahajans . 

67 

13 

. 22,452 

12,752 

56 

12 

42,400 

34,600 

200 

39 

1,23,000 

83,270 

94 

16 

15,592 

15,592 


2,04,344 


1,46,214 


Gross debt per really 
indebted family of 
rmhajans. 


Net debt per really 
indebted family of 
rmhajans. 


26. We are now in a position to compare the estimates 
of rural indebtedness of Ajmer-Merwara, Delhi and the 
North-West Frontier Province on the 
Companion of indebt- Pagjg 0 f the different methods described 
m the foregoing paragraphs. The 
tables given below* bring out clearly the wide range of 
differences in these estimates of indebtedness. 


Rural Indebtedness in Ajmer-Merwara. 


Mr. Darling’s 
method. 


Mr. Darling’s 
method corrected 
by Ilegistrar’s 
figure of total 
average debt for 
members who can 
be considered as 
average families 
of the villages. 


Sampling 

Mr. Calvert’s method on the 


estimate in 
1018. 


basis of 
intensive 
survey. 


On the basis 
of extensive 
survey in 
511 villages. 


Whole rural 
population. 


Proprietors and 
cultivators. 


Its. Its. Its. Its. Its. 

863* lakhs. 210 iukhsf, 200 lakhs, 314? lakhs 386§ lakhs 

(gross debt) (a), (gross debt). 

258 lakhs 
(net debt) (6). 


272 lakhs 
(gross debt), (; 


See pages 56- 


855 lakhs 
(gross debt). 
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Delhi Pf * ovince , 


— 

Mr. Darling’s method. 

Sampling method. 

Extensive survey in 
295 occupied villages. 

Whole rural population 

Its. 

239 lakhs?. 

Its. 

(a) 366 lakhs 
(gross debt)*. 

(b) 270 lakhs 
(gross debt)f. 

Its. 

130 lakhs § 

(gross debt). 



(a) 341 lakhs 
(net debt)*. 

( b ) 256 Iakh3 
(net debt)f. 

126 lakhs 
(net debt). 

Proprietors and cultiva- 
tors. 


261 lakhs | 

(gross debt). 

254 lakhs 
(net debt). 

I 

96 lakhs 
(net debt). 


* On the basis of figures for 14 villages. See pages 48—54. 
t On the basis of figures for 12 villages, excluding Shahpur .Tat and Mas j id Moth. 
X See page 39. § See pa ge 55. 


North-West Frontier Province. 


— 

Mr. Darling’s method. 

Sampling method. 

"Whole rural population 


891 lakhs*. 

11,33 lakhs (gross debt)!. 



940 lakhs (net debt). 

Proprietors and cultivators 

• ■" * 

! 

824 lakhs (gross debt). 

685 lakhs (net debt). 


* See page 31. t See page 53. 


27. We have already pointed out the objections which 
can legitimately be urged against the estimates based on 

Mr. Darling’s method. Even if we 
Observations regarding substitute for the total debt per mem- 
mating indebtedness. ber of the co-operative societies the 

average debt per average family of 
the villages in the co-operative movement, the estimate will 
be correct only so far as the staff of the co-operative move- 
ment has succeeded in judging rightly who can fairly be 
regarded as the average families in the villages. The 
sampling method should no doubt give us much better 
results, but in the case of Delhi the extensive survey clearly 
suggests that the villages selected were not at all repre- 
sentative villages from the point of view of indebtedness; 
for while the extensive survey of Delhi shows that as many 
as 52-08 per cent, of the total and 51-5 per cent, of the 
families of proprietors and tenants are really free from 
debt, the proportion of really indebted families to the 
total in the 14 villages selected for intensive survey, is 
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as high as 637 : 759, i.e., nearly 83-9 per cent. Obviously 
the villages selected are far more heavily indebted than the 
average village in the Delhi Province. 

Three out of 14 villages are such that not even one 
family out of those under investigation is free from debt. 
We are inclined, therefore, to consider that the extensive 
survey has given us a far more correct result in spite of the 
fact that most of the returns have not been checked as 
well as we wished them to have been done. A margin of 5 
per cent, for a probable under-estimate of the open debt is 
a sufficient allowance for all possible errors in the case of 
Delhi. As for Ajmer-Merwara, the extensive survey in- 
cludes every proprietor and cultivator in the non -istimrari, 
area, and we believe that for the hhalsa area the figures are 
as nearly correct as it is reasonable to expect in enquiries 
of this sort- In this case we are satisfied that the superior 
revenue officers have done every thing humanly possible to 
have the entries in the forms correctly filled in. But our 
estimate for the istimrari area is purely a guess work, as we 
could not make any enquiries in the villages included in 
that area. The general conditions in the istimrari areas 
and the peculiar laws governing istimrardars raise a pre- 
sumption against the assumption that the credit of the 
owners and cultivators and the facilities available to them 
for borrowing are the same as those in the hhalsa area. We 
are inclined, therefore, to conclude that the correct estimate 
of the total indebtedness of the whole of the rural popula- 
tion in Ajmer-Merwara, including landless labourers, is 
somewhere near the arithmetical mean between 
Rs. 3,86,26,004, the figure shown by the extensive survey, 
and Rs. 2,18,55,485, the estimate based on Mr. Darling’s 
method corrected by the substitution of the average debt 
of an average family of the village in the co-operative move- 
ment for the average total debt per member of the co-opera- 
tive societies. In other words, the total rural debt is about 
3 crores for Ajmer-Merwara. . 

In the case of the North-West Frontier Province, we 
have no better method available than the sampling method ; 
the number of families taken is fairly large and the areas 
from which the families under investigation have been 
selected are spread all over the province. Mr. Darling’s 
method gives us for the North-West Frontier Province a 
lower estimate than the estimate of the gross debt on the 



63 


sampling method; but it should be remembered that in this 
case the co-operative statistics, which are the basis of the 
estimate, are drawn from only 2 tehsils in the province. 
The results given by the sampling method are, therefore, 
more likely to be nearer the truth, in spite of the fact that 
the results obtained by Mr. Darling’s method err generally 
on the side of an over-estimate. 

28. There is one very important deduction, however, 
to be made from these estimates, based on extensive or in- 
tensive enquiries made by us. The 
important deductions statistics relating to indebtedness were 
indebtedness. all collected during 'the months ox 

November to February before the 
season for annual repayments towards outstanding loans 
commenced in March and April; and the indebtedness of 
the agriculturists, proprietors and cultivators, should, 
therefore, be presumed to have been at its highest then. 
It is reasonable to expect that the total debt of the agricul- 
turists must have decreased in the months of March and 
April owing to annual repayments towards loans. And 
it may safely be presumed that the annual repayments 
towards loans include, in a normal year, the entire 
borrowing for cultivation and crop purposeis plus some 
amount repaid towards loans borrowed for intermediate 
and long period purposes. The Registrar of Co-operative 
Societies, Aj mer-Merwara, stated in his written memoran- 
dum that the average working capital per member in the 
agricultural co-operative credit societies was Rs. 153, and 
estimated that on this basis the amount of capital required 
for {a) expenses during cultivation, (6) capital and per- 
manent improvements, and (c) other special needs, e.g., 
failure of monsoon, payment of land revenue, etc., for the 
total number of male workers (92,871) engaged in agricul- 
tural production in A j mer-Merwara would be 

Rs. 1,42,09,263. According to the general trend of the 
evidence given in A j mer-Merwara, very little, almost negli- 
gible amounts are borrowed for capital requirements and 
permanent improvements. And assuming that the working 
capital required by indebted families for (a) expenses of 
cultivation and (b) other special needs described above, is 
generally repaid to the creditors at the end of the year, 
this will indicate a reduction of the gross debt of 68,294 
agriculturist families of A j mer-Merwara by as much as 
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Rs. 1,15,80,549. This may, at first sight, appear to be 
an overestimate of the amount by which the debt of the 
agriculturists is normally reduced at the end of the season 
or the year, as part of the working capital required for 
cultivation purposes by the indebted families among the 
agriculturists might well be presumed to be owned- capital. 
But the detailed results of the extensive survey of indebted- 
ness indicate that this is anything but an overestimate. 
The total amount borrowed for various purposes by the agri- 
culturists in 511 villages is Rs. 1,97,35,175; of this 
Rs. 14,81,473 were borrowed to meet the difficulties of 
famine and other distresses; Rs. 50,177 for payment of 
land revenue and rent; Rs. 34,06,679 for seed and manure; 
Rs. 60,772 for payment of wages to labourers; and 
Rs. 1,42,809 for petty trade; making a total in all of 
Rs. 51,41,910 for exclusively seasonal purposes. In addi- 
tion to these amounts, the following were borrowed for 
purposes which required loans for intermediate terms : — 

Rs. 

. 17,14,768 
1,230 
. 59,98,247 
6,295 
. 1,44.522 


Total . 78,65,062 


Assuming that not a single pie is paid every year 
towards repayment of old debt or towards loans for pur- 
poses which require long period loans, e.g., purchase of 
land, and that the amount borrowed for purposes which 
require intermediate term loans are repaid by instalments 
spread over a period of 5 years, these figures suggest that 
the volume of annual repayments is Rs. 77,14,922 out of the 
total of Rs. 1,97,35,175. In other words, as much as 40 
per cent, of the total gross debt is likely to have been reduced 
at the end of a normal year. The total gross debt of the 
agriculturists in the whole of A j mer-Merwara including 
the istimrari area, estimated on the basis of the results of 
extensive survey is, as already said above, Rs. 3,54,71,803. 
Reducing this by 40 per cent., the normal debt of the agri- 
culturist cannot exceed Rs. 2,13 lakhs. 


Purchase of plough cattle 
Agricultural implements 
Marriage and ceremonies 
Education of children 
Litigation 



Intensive enquiries in the villages of the Delhi Province 
suggest that similar deductions should be made from the 
gross debt, disclosed by the extensive survey, for the pur- 
pose of estimating the normal debt of the agriculturists in 
the province. The relevant figures are given below : — 



Delhi Province Intensive Survey. 


66 



TOTAX. . 21,732 j 1 , 08,628 1,119 6,580 14,474 1 , 15,334 2 , 62,862 29,855 8,448 1 , 60,745 2 , 05,048 



Lono term loans. 
III. 
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These figures indicate that as much as 41 per cent, of 
the total debt of these villages has been incurred for pur- 
poses which require working capital for only a few months, 
and should, therefore, be presumed to have been repaid 
at the end of the season or the close of the year, and that 
3T9 per cent, of the total loans, required for intermediate 
terms, may be presumed to have been repaid by a limited 
number of annual instalments, say about five or six. Even 
if the entire amount, borrowed for purposes which usually 
require long term loans, remains absolutely unpaid every 
year, the total debt may fairly be presumed to have been 
reduced by over 46 per cent, of the total debt at the close 
of a normal year. The normal net debt at the end of 
March or April of proprietors and cultivators in Delhi 
cannot therefore exceed Rs. 51-5 lakhs* and that of the 
whole rural population of the Delhi Province is well below 
Rs. 85 lakhs, f 

*54 x 95,73,704. 

100 

t 514-34 = 85. 
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CHAPTER IV. 

The Burden and Effect of Rural Indebtedness. 

29. The real burden of debt varies not only with the 
nature of the debt but also with the assets of the borrowers. 
„ T In the villages selected for intensive 

m poses o cans. enquiries in Delhi the percentage of 

productive debt to the total varies between 69-5 to 7-5. and 
is on the whole about 40 per cent, of the total debt for the 
14 villages taken together. The detailed figures for each 
purpose are reproduced in the statement given below: — 



i) 


33ANKCOM. 
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In the villages selected for intensive survey in the 
North-West Frontier Province, only 7-6 per cent, of the’ 
amount borrowed by owners and tenants is for purposes- 
connected with cultivation of land, 4-9 per cent, for con- 
tracts and trade, 6-0 per cent, for the purchase of land 
and 2-1 for education, making in all 20-6 per cent, of the- 
total for productive purposes. The landless families bor- 
rowed for the purchase of cattle to the extent of 3-8 per 
cent, of the total, 20-0 per cent, for business, -5 per cent, 
for the purchase of land and -4 per cent, for education. 
The detailed figures for each village will be found in the 
following tables : — 



North-West Frontier Province. 
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Similar details for the villages in A j mer-Merwara are 
given below and indicate that 29-3 per cent, of the total 
loans of the rural population is for productive purposes-. 



Intensive Survey, Ajmer-Merwara. 

Analysis of the purposes of loans according as they are productive , unproductive but necessary 
■ a nd unproductive and partly unnecessary . 
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It* these villages are typical of each province as a whole, 
a substantial portion of the total debt of the rural popu- 
lation constitutes no real burden at all if the productive 
purposes for which loans have been borrowed are really 
economic investments. 

30. The intensive and extensive surveys, the results of 
which we summarised in the last chapter, indicate that the 
indebted owners of land are more 
Assets lysis ° f ' Debts and heavily indebted than indebted fami- 
lies among all other classes of the rural 
population, except the really indebted mahajans. This 
only illustrates the general rule that debt follows credit. 
But it does not necessarily follow that the proprietors of 
land are more heavilyjnvolved in debt. Within the limited 
amount of time at our disposal, it has not been possible for 
us to analyse the assets of each family of land-owners in 
all the villages selected for intensive survey; but such 
figures as we have been able to compile indicate clearly 
that the assets of the proprietors of land are substantially 
in excess of their gross debt as well as their net debt,. and 
that a very small number of agriculturists are really in- 
solvent. The relevant statistics in support of this con- 
clusion are summarised in a convenient form in the tables 
given below : — • 




79 



• ( 14 | S | 3*503 313 3,103 2S3 5,245 477 66*7 59*1 10*7 


§s«® 

l§Ig . 

2 os <6 » « 

sSEi* 


tc„a& 
gS» c 
d & ^ &< 

? 1 S N 

(m ft ^ ^ ft; 
u< H S3 pi o5 

pSgo 

fc* 8 s 


l"l § 

3 gM* 
te 0 * 2 « 
g « os <5 

°”ll 

l?gs 


SjlSjgg 

8 §Bg'$ 

. 2 E» ft 

g*ls 







6 

ft 

01 


; . *: 

01 

11 

H 

CM 


6j 

ot- 

iH 

kO 

to 

l> 

kO 

6 

ft 









<M 

cm 

.•■ H 

tO 

to 

l> 

to 

6 





rM 



ft 








6 

ft 

CO 

CO 


o 

r> 

Cl 

CO 


CO 

CO 

'Cl 

CO 

t- 

Cl 

CO 

{§ 









l"* 

*o 

to 

CO 

o 

tH 

r4 





r-f 


tH 

T~f 


eo 

CO 

to 


CO 

CO 

CO 






r-( 





Bawatmal 





































( Concluded .) 


82 


|ip s . 

S|§lj • 

l^Hgg 

s i| a-1 

g 2B § 

a a 

Jr <U 

JO rH rH JO CO O 

O •>:• • '*’* *! 

& * * ’ 

r— 1 

<M 

oa 

M o 
0*0 

SO rH rH CO CO ©1 

. rH 

ft * * 

SO 

hES§§ 

S B 

s § S § s 

S A to Q H 

ft 73 

pB# W « PS 

o n m -n 
. S i? * 

£*I1 

+?•£ 

O <M rH CSJ rH 03 t- 51 rH j 

c • . * 

12* * ‘ 

CO 

01 

t/i 4* 

C r£ 

M O) 

C ; "2 

O CM rH CM H O CO o-l H 

1 : = 

1 

so 

03 

la|S 

p s li 

h R|Sg 

§g|g“ 

• 2 2 s 

br o 
^-C 

r-i OV »a CO SO *H H «9 © H 

. <H rH *H rH 

o 

ft 

ia 

SO 

I? 

s-s 

•H (M ia CO l> 00 rH A Cl rj 

. rH rH rH 

ft ■ : 

ia 

O 

Ss|S 

PH cJ 

1|°§I 

ft A Q g 

;iir 

S-frgs 

oa 
}z o 

- 

JO 03 rH Ol !>• CO lN.CiOr-i 

ft : . . : 

Hi 

CO 

ce • 

f- © 

JO (M rH <N SO CO © *> rH 

c 

ft 

rH 

CO 

gs * 

d &<o ° 

ll^i 

ft M S fe 1 
°ga| 

SP fc 

\z o 

co oi o *a co »a <m co rH Hi i> 

. • rH r-i 

ft 

rH 

SO 

i 

] 

in . 

P S 

Ja c 

o<-s 

JO 51 SO «5 CO SO r-i CO r-i SO *> 

r-f r-i 

O 

ft 

a 

\n> 

No. of 
families 

1 really 
j indebted. 

r ; 

»a h< • «h 5i ih o <-i r» o th 

rH rH rH rH (M • CO Hi 51 Cl | © 

1 

1 

Total 
No. of 
owners 
free. 

h< wo oo ih t> : o o co w 

»a 

Multiple 
of land 
revenue 
to net 
debt. 

oo o o co ■ Hi a; i> »a w «o 

oo 6 'h c b co hj t> M £2 S 

JO C0 Ol Hi SO SO 00 *0 h* co 2 

r-i r ^' 

co 

<h 

r- 

<8 

J2 

> 

o 

03 

HI 

s 

cS 

& 

. H ..... 

» *s ^ i 

• g •g * *' P 

: «s § a 5 ■g *3 a 2; 

< a,,, 2 - - « a- -§• s g 1 

• 5(y 05 .S, o a a 'd ” 2* gt {S 

?f J5 -S? BO E 2 M S' ;S g £ S 

S p .i-n o « ci 57 3 *rj ®J* 

^ g }Z5 P5 « 5S S ■-■ W » 

1 ' d { ih c* co hi ia so t* or. co- o ~ 1 




Bill I tang 



{Concluded.) 


84 


ga * 

gs;gS 

+3 +3 
&% 

M t- « 

£ : ! 

g8S c 3 

°ORM 

If 6 

u 

u © 
CS'O 

« *• sc 

6 • • 

525 * 4 

s«g§ 

§!§§§ 

2«k“| 

fc S S K < 
fists i K 

2 Bs ^ 

g“ll 

ti 

4 cs o «j 

t r. _ j j 

O-© 

Jg © 

p-i CC © sc 

„ CM 04 

.C 

ft 

jj»fs 

IlNi 

fei- 55 0 fc 

§!?§“ 

•§S S 

seEc 
ft »«9 

£f 

CJ fiM © <1C £4 

„ r-t iH. 13 CO 

ft 

ac +3 

O p*2 
fH O 

^ 'a 

. 3 « 5 S . S 

£ 

Sag§ 

SgHwH 

f^fcOW 

SggfiQ 

• S E 01 

oS 

r-» i~» t- 2 

. CO ^ ^ 

© 

ft 

* ,2 

r-4 *H © r- 1 O 

00 *“* 

ft 

gjw ft 
g^O 3 

|1||I 

e,»SS| 

“ggg* 1 

|g 1* 

ftf 

. S; 1 00 g :SS 

ft 

$ -*-' 
S’® 

3 © 

rH C? r-< C £0 

. © CO t— t >3 04 

O 

ft 

o .£ 

IIP 

1 -H r- r-» © o 

rH C? CO CO «H 

r-f r-i rH 

05 

O 

to 

c~ 

> 

o 

tp 

Oj 

a 

ft 

5 § . to 

a * i i § 

- £ a g ^ 

6 S sS H . 

•go 

} <8* 

; r«4 0» 5 CC -# VC 










S3 


31. The intensive surveys throw interesting light on 
the proportion of the total debt owed by the small peasant 

proprietors or cultivators. In 13 vil— 
JSt&SSLSSfc <«t Delhi, 399 families, each own- 

of intensive survey. ing or cultivating less than 10 acres, 

owe Es. 3,04,965 out of a total amount 
of Es. 5,72,099 borrowed by proprietors and tenants*; 
in other words, 53-3 per cent, of the total debt was borrowed: 
by these small peasant proprietors or cultivators. The total, 
number of proprietors and cultivators in these villages is 
645 while the number of indebted families among them is 
573. Thus 174 families or less than 27 per cent, of the 
agriculturists, each of whom owns or cultivates more than 
10 acres of land owe, in the aggregate, 46-7 per cent, or 
nearly half of the total debt of the agriculturists. In 15 of 
the villages selected in the North-West Frontier Province, 
the aggregate amount borrowed by owners or cultivators 
of holdings below 10 acres of land formed only 38-9 per 
cent, of the total debt of these villages! . These small 
owners or cultivators were in numerical strength 54-8 per 
cent, of the total. Similar details for Ajmer-Merwara are 
not available ; but there is no reason to beiieve that the posi- 
tion is very much different there. 

As has been pointed out in Chapter II, the majority of 
the holdings in each of the three provinces are less than 10 
acres in size. But a substantial part ranging between 47 
to 61 per cent, of the debt is owed by a minority of the 
bigger agriculturists, while the majority of the agricultur- 
ists have borrowed in the aggregate only half or less than 
half the total debt. The agriculturists who have more than 
10 acres of land to cultivate have in normal years generally 
a surplus of income over their domestic expenditure. 
Judging solvency not by assets but even by income, we are, 
therefore, justified in concluding that quite a considerable - 
portion of ' the rural debt is against persons whose hold- 
ings are not as a rule uneconomic and who have the capacity 
to repay their debts out of their income if they have the 
will and character to do so. 

32. One of the most serious effects of the rural indebted- 
ness is generally an increase in the area mortgaged and in 


* Tide Appendix A, page 102. 
f Vide Appendix B, page 103. 
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the area sold by the smaller agriculturists. It is, therefore, 
Effect of Rural rndeb- pertinent to examine the figures relat- 
tedness - ing to mortgaged areas and mortgage 

money, available from the Revenue Records of the villages. 

Taking each district of the North-West Frontier Pro- 
vince separately, we find that in the District of Peshawar 
the total existing mortgaged area in 1927-28 was 101,205 
acres against 102,448 in. the year 1912-13; there has thus 
been no increase in the total existing mortgaged area 
between 1912-13 and 1927-28, a period of 16 years. 
In 1928-29, however, the figure shows a slight increase, the 
total mortgaged area being 110,289 acres. Examining 
separately each year since 1912-13, it is found that the 
total existing mortgaged area was higher than the figure 
for the year 1912-13 in 1913-14, 1915-16, 1916-17, 1917-18, 
1920-21, 1921-22, 1922-23, 1923-24, 1925-26, 1926-27 and 
1928-29, i.e., in all 11 years out of 17. In spite of the 
general increase in the year 1928-29 over the figure for 
1912-13, in two out of the four tehsils of this district, viz., 
Charsada and Nowshera, there was an appreciable decrease 
in the mortgaged area; the figure for Charsada Tehsil being 
20,084 acres in 1913-14 and 18,440 acres in 1928-29, while 
the corresponding figure for Nowshera Tehsil was 8,572 in 
the year 1912-13, 7,999 in 1913-14 and 6,793 in 1928-29. 

33. A detailed examination of the figures of mortgages 
with agriculturists and those with non-agriculturists indi- 
. cates, however, a pronounced replace- 
nrent of the non-agriculturists by agri- 
•cuiturisfs— Xovth-West culfcurists as mortgagees. In Mardan, 
icutier the area mortgaged with the agricul- 

turists in the year 1912-13 was only 1,812 acres as against 
9,654 acres with the non-agriculturists. In the following 
year (1913-14), the area mortgaged with the agriculturists 
was 16,257 acres, while in the year 1925-26, the year in 
which the new settlement was effected, this jumped up to 
26,289 acres. Thus the percentage of increase is 1,350-4 
over the figure for the year 1912-13 and 61-7 over the corre- 
sponding figure for 1913-14. The percentage of the total 
area mortgaged with the agriculturists to the total exist- 
ing mortgaged area was only 15-8 in the year 1912-13 as 
against 62 per cent, in the year 1913-14 and 76-5 per cent, 
in the year 1925-26. The total area mortgaged with non- 
agriculturists during the same period declined from 9,654 
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acres in 1912-13 to 8,082 acres in 1925-26 ; while the per- 
centage of the area mortgaged with non-agriculturists to 
the total existing area mortgaged fell down from 84-2 in 
1912-13 to 23-5 in 1925-26. 

Similar increase both in the total area mortgaged with 
the agriculturists and in the percentage of the area mort- 
gaged with them to the total mortgaged area as a whole is 
disclosed by the figures of the other tehsils, as the follow- 
ing abstract will show 


Mortgages with agriculturists. 


Tehsils. 

1 

1912-13. 

AT THE TIME OF LAST 
SETTLEMENT. 

Percent age 
of 

increase ( -f ) 
or 

decrease ( — ) 
of column 4 
over 

column 2. 

0 

Percentage 

of 

increase { 4- ) 
or 

decrease (— -) 
of column 5 
over 

column 3. 

7 

Total area 
mortgaged 
with agri- 
culturists . 

2 

Percentage 
relation to 
total 
existing 
mortgaged 
area. 

3 

Total area 
mortgaged 
with agri- 
culturists, 

4 

Percentage 
relation to 
total 
existing 
mortgaged 
area. 

5 


Acres. 


Acres . 




Swabi 

26,005 

79-8 

28, 481(a) 

85-4 

•f 9-5 

4-7*01 

No wall era . 

4,373 

51-0 

4,643(5) 

68*3 

4*6*2 

-4- 33*92. 

Hard an 

1,812 

15-8 

26, 289(c) 

76-5 

4-1,350*4 

4-384*1 

Charsada . 

13,492 i 

67-2 : 

12,791(tf) 

72-6 

— 5*2 

—8*03 

Peshawar . 

5,366 i 

39-7 

1.0, 953(c) 

72*1 

4-104*1 

4-81*61 


Exactly opposite is the case with non- agriculturists. 
Not only the total area mortgaged with them has decreased 
but its percentage to the total has declined. 


Mortgages with non-agriculturists. 


Tehsils. 

1 

1912-13. 

AT THE TIME OE THE 
LAST SETTLEMENT. 

Percentage 

of 

increase ( 4- ) 
or 

decrease ( — ) 
of column 4 
over 

column 2. 

6 

Percentage 

of 

increase ( -\- ) 
or 

decrease {— }• 
of column 5 
over 

column 3. 

7 4 

i 

[ Total area 
mortgaged 
with non- 
agricul- 
turists. 

2 i 

| Percentage 

1 of the 

total 
existing 
mortgaged 
area. 

3 

Total area 
mortgaged 
' with non- ! 
agriculturists. 

4 

Percentage 
of the ■’ 
total 
existing 
mortgaged 
area. 

5 


Acres. 


Acres. 




Swabi . . 

6,598 

20*2 

4,870 

14*6 

— 20*0 

—27*6 

Hardan 

9,654 

84-2 

8,082 

23-5 

—16*3 

— 32*7 

Nowshera 

4,199 

48*9 

2,150 

31*7 ! 

—48*7 

— 35-2 

Charsada , 

6,592 

32*8 

4,833 

27*4 

—26*7 

— 16*5 

Peshawar . 

8,157 

60*2 

4,089 

27*2 I 

—49*9 | 

— 54*9 


(a. Settlement of 1927-8. 
(5) „ „ 1928-9. 


Uly „ „ 1920-7. 
(6) „ „ 1928-9. 
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34. For the Bannu District, the Local Administration 
has supplied the figures of the total existing mortgaged 
area in each tehsil for all years since 1907-8 when the last 
■settlement was made ; and we find that while there has been 
a general rise in the total existing area mortgaged during 
each year since 1913-14, there has been a steady decline not 
only in the total existing mortgaged area with non-agri- 
culturists but also in the percentage of the mortgaged area 
in favour of non-agriculturists to the total existing area 
i mortgaged. The relevant figures are summarised below : — 


Total existing mortgaged area. 




Bannu 

Lakki 

Bannu 



Tehsil. 

Tehsil. 

District. 

1907-08 

. V;;. , V : 

43,066 

147,402 

190,468 

1913-14 


43,666 

139,037 

182,703 

1928-29 


46,469 

158,909 

205,378 


Mortgages 

with non-agriculturists. 



Bannu Tehsil. Lakki Tehsil. Bannu District. 


Area. 

Percent- A 

Percent ^ 

Percent- 



age. 

age. 

age. 

1907-08 

7,784 

18*07 38,974 

26*4 46,758 

24*5 

1913-14 

7,637 

174 34,234 

24*6 42,171 

23*07 

1928-29 

7,197 

15*4 34,207 

21*5 41,724 

20*3 


In the District of Dera Ismail Khan there is a general 
decline in the total existing mortgaged area, a rise in the 
total existing area mortgaged with the agriculturists both 
in the tehsils of Dera Ismail Khan and Tank, and a heavy 
decline in the total existing area with non- agriculturists 
in each tehsil of the District. 



Dera 

Ismail 

Khan. 

Tank. 

Kulachi. 

Total. 

1912-13 

132,655 

93,502 

76,608 

302,765 

191344 

133,222 

93,627 

70,182 

297,031 

1928-29 

115,412 

90,158 

57,036 

262,606 


With agriculturists. 



1912-13 

. 28,616 

54,969 

49,921 

133,506 

1928-29 

. • 37,154 

57,036 

38,575 

132,765 


W ith non-agriculturists. 



1912-13 

. . 104,039 

38,533 

26,687 

169,259 

1928-29 

. . 78,258 

33,122 

18,461 

129,841 
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35. In the ease of the other districts of the North - 
West Frontier Province, only the yearly figures of the 
area mortgaged every year are available. These figures 
.show that since 1913 the area mortgaged every year in 
Abbottabad Tehsil has been generally declining; for 
example the area mortgaged in 1928-29 was 2,549 acres 
as against 5,517 acres in 1913. In other words the annual 
mortgaged area in the latest year for which figures are 
available is less than half of what it was in 1913 and the 
decline is general both in the amount of land mortgaged 
with agriculturists and that in favour of non-agricultur- 
ists. This can easily be seen by a glance at the following 
.table : — 

A bbottabad Tehsil- 


1913 


With agri- 
culturists. 

5,358 

With non- 
agriculturists. 

159 

1928 



2,446 

103 

1913 

Harifur Tehsil. 

4,997 

339 

1928-29 . 


3,497 

179 

1913-14 . 

Mansehra Tehsil. 

10,297 

115 

1928-29 - 


5,642 

50 


For the District of Kohat, the Local Administration 
was unable to give us separate figures for the area mort- 
gaged every year with agriculturists and non-agriculturists, 
but the following available figures indicate a general 
decline in the area annually mortgaged since the year 
1913-14. 



Kohat 

Tehsil. 

Hangu. 

Teri. 

1913-14 

1,597 

369 

6,895 

1928-29 

502 

249 

3,130 


36. As regards mortgage money, there has been a 
marked rise up to 1920 or 1922 even in the Tehsils in which 
there has been a fall in the total area 
Mortgage money-North- mortgaged. We have no information 
West Frontier Province. as to the amount of mortgage money 
at the time of the previous settlement 
for any tehsil in the Peshawar District except Peshawar 
Tehsil. In Peshawar Tehsil the mortgage money for 
mortgages with possession has, during the interval between 



90 


the last two settlements, risen from Rs. 7,90,824 to Rs. 
23,47,428, while the area of existing mortgages with poss- 
ession with the agriculturists has declined from 20,182 
acres to 10,953 acres. The mortgage money for mortgages 
with possession with non-agriculturists has also risen 
during the same period from Rs. 7,40,287 at the previous 
settlement to Rs. 9,10,654, at the last settlement; but 
in this case the area mortgaged with possession with non- 
agriculturists shows even a heavier decline, from 11,544 
to 4,089 acres. The mortgage money for the existing 
mortgages with possession at the most recent settlement 
was Rs. 32,58,089 in Peshawar Tehsil, Rs. 39,40,246 in 
Charsada, Rs. 38,23,322 in Mardan, Rs. 9,57,597 in 
Nowshera, and Rs. 55,71,925 in Swabi, the total for the 
whole district aggregating Rs. 1,75,51,179. 


In the District of Bannu there has been a marked rise 


in the total mortgage money not only in the district as a 
whole but in each of the tehsils, as the following table will 
show : — 

Bannu. Lakki. Bannu District. 

Rs. Rs. Rs. 


1907-08 . 34,88,346 

1913-14 . 37,02,480 

1928-29 . 66,59,029 


41,71,616 85,04,536 

52,41,577 97,88,631 

92,98,999 15,95,828 


The same thing has happened in all the tehsils of the 
Dera Ismal Khan District. The relevant figures are given 
below : — 

Dera 



Ismail 

Khan. 

Tank. 

Ivulachi. 

Total. 


Rs. 

Rs. 

Rs. 

Rs. 

1912-13 

13,26,550 

8,37,824 

7,66,082 

21,76,456 

1913-14 

13,21,578 

8,90,325 

7,65,372 

29,77,275 

1928-29 

30,90,104 

16,11,377 

11,13,702 

58,15,183 


Similar information as to the mortgage money for the 
total existing mortgaged area in the Hazara District is not 
available; but even the mortgage money for the area annu- 
ally mortgaged in the different tehsils of this district shows 
an appreciable rise, as the following figures for each tehsil 


will show : — 

1913-14. 1928-29. 

Rs. Rs. 

Abbottabad . . . 4,33,399 4,53,720 

Haripur > . . . . 4,30,097 5,50,153 

Mansekra . . . . 6,35,609 7,96,965 
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In the Kohat Tehsil the annual figures for mortgage 
money for the area mortgaged each year show a marked rise 
between 1913 and 1922 and a heavy decline since 1922-23. 
The mortgage money for the area mortgaged in 1928-29 is 
lower than even the corresponding figure for 1913. 

; R S. 

1913 93,266 

1922-23 . . . . . . 1,97,518 


1925-26 1,19,636 

1928-29 . . . . . « - . . . 67,077 


In Hangu Tehsil there was a continuous rise in the 
mortgage money for yearly mortgages between 1913 and 
1921-22, hut a steady decline from 1922-23 onwards, the 
actual figures being : 


1913-14 


. 

Rs. 

40,226 

1921-22 


. 

82,665 

1928-29 

. 

. 

54,124 


Similarly, in Teri Tehsil there was a. rise in the mort- 
gage money for yearly mortgages between 1913 to 1920, but 
a decline from 1920-21 to 1928-29. 


1913-14 

1920-21 

1927- 28 

1928- 29 


Rs. 

. 2,19,718 
. 3,14,499 
. 2,14,886 
. 2,38,666 


For Hazara, we have no figures of the total existing 
mortgage money in any of the previous years to enable us 
to make a useful comparison with the" present state of 
affairs. 

37. The mortgage money per acre shows a marked rise 
Mortgage Price— North- everywhere as the following figures 

"West Frontier Province 1 j * 

— General Results. . 


Tehsils. 

1913-14. 


1928-29 


Rs. 


Rs. 

Abbottabad . 

78*5 


178- 

Haripur 

80*6 


149-6 

Manfeehra . 

61*04 


140-01 


1913-14. 

1922-23. 

1928-29. 


Rs. 

Rs 

Rs. 

Kohat 

58*3 

113*1 

133*6 

Hangu 

109*04 

269*2 

217*3 

Teri 

31*8 

63*2 

94*5 
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1907-08, 


1913-14 

1928-29.. 


Rs. 


Rs. 

Rs. 

Rannn 

8D0 


84’ 8 

143*3 

Lakki 

28-3 


37-6 

58*8 



1912-13* 


1928-29. 



Rs. 


Rs. 

Deni Ismail Khan . 


10 


26*6 

Tank 


8-9 


17'8 

Kulaelii . . 


10 


19T 


Oar examination of the mortgage figures in the North- 
West Frontier Province thus shows a tremendous rise in 
the mortgage money per acre, only a slight fall in the total 
area mortgaged, a substantial rise in the area mortgaged 
with agriculturists, and a considerable replacement of 
non-agriculturists, by agriculturists as mortgagees. 
Evidently then the rise in the mortgage money per acre 
has not enabled the smaller agriculturists to redeem as 
much area as they should have done. 

38. For the Province of Delhi we were unable to get 
the statement of mortgages prepared at the time of the last 
settlement as the record had been des- 
^ Mortgages of land— troyed . Our endeavour to obtain from 
the superior revenue officers a rough 
estimate of the proportion of land redeemed every year to 
either the total of the existing mortgaged land or to the' 
area newly mortgaged in each year was infructuous. The 
only figures available for a series of years were the 
following : — 




These figures show that the yearly mortgaged area 
declined during the period 1913-14 to 1918-19, rose during 
the year 1920-21, and continued once again to decline there- 
after till the year 1925-26, after which it began to increase 
every year till 1928-29, when the total figure rose nearly to 
the same height as in the year 1913-14. The mortgage 
money has generally risen except in the period 1920-21 to 
1926-27. But even during these years of decline it was a 
much higher amount than for any year before 1918-19. 
The mortgage money per acre has also been rising continu- 
ously till the year 1925-26, being Rs. 107-8 in 1913-14, 
Rs. 172-5 in 1920-21, Rs. 198-2 in 1921-22 and Rs. 232-5 in 
1925-26, but after the year 1926-27 it showed a tendency 
to fall till the year 1928-29 when it was only Rs. 188-09. 

39. It is interesting to note that between 1912-13 and 
1922-23 the area redeemed every year was greater than the 
area mortgaged except in 1920-21. 
pSfSSSJL "” rt " The total area mortgaged during this 
period is 26,839 acres as against 34,110 
acres of the area redeemed and yet, except in the years 
1912 and 1913, the money paid towards redemption of land 
is substantially less than the mortgage money for the area 
newly mortgaged. Since 1923-24 the area mortgaged is 
every year greater than the area redeemed. Taking the 
period since 1912-13 as a whole the area mortgaged is 
40,074 acres while the area redeemed is 43,409 acres. And 
the total mortgage money during this period was 
Rs.66,94,786 while the mortgage money discharged amount- 
ed to Rs. 42,29,146. • 

It is not possible to explain away these facts by suppos- 
ing that land of better quality was being mortgaged and 
that inferior land was being redeemed during this period: 
because even the irrigated area redeemed is in excess of the 
irrigated area mortgaged. The Revemie Assistant. Delhi, 
was requested to look carefully into the village records of 
a few villages in order to discover the most reasonable 
explanation ; and as the result of his enquiry he wrote back 
as follows : — 

“ Just to give you an idea I have examined the figures 
of one village, namely Bhatawaiqmr. Going backwards 
from 1928-29 I found that the figures of the year 1918-19 
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were similar to those under discussion. They are given 
below : — 

Area. Mortgage money. 



Acres. 

Rs. 

Mortgages . . . 

. ‘ 25 

8,079 

Redemption- of mortgages 

43 

7,110 


“ Out of 43 acres redeemed, 27 acres were redeemed for 
Rs. 4,304 and out of these 27 acres 8 acres were kept by 
the owners and 19 acres were again mortgaged for 
Rs. 5,930. So out of 25 acres mortgaged, only 6 acres were 
newly mortgaged and a portion (19 acres) of the area 
redeemed was re-mortgaged for an amount larger than that 
for which the whole area (27 acres) was previously mort- 
gaged. Thus the mortgage money increased in the case of 
mortgages and the area in the case of redemptions. To 
make a full enquiry for the whole province requires special 
staff. The work is too heavy to be undertaken by the 
ordinary staff ”, 

40. This explanation is corroborated by the marked rise 
in the mortgage money per acre till 1924-25 and the rise in 
Mortgage and sale price the sale value per acre till 1923-24 as 
of land— Delhi. shown in the following table: — 


Year. 





Mortgage 
money 
per acre. 

Redemption, 
money 
per acre. 

Sale money 
per acre. 

191243 





112-8 

63*3 

114*6 

191344 





107-7 

■ 71-5 

127-7 

191445 





101*4 

68*6 

110*4 

191546 





124*5 

59*6 

167*4 

191647 





111-5 

84*1 

235*0 

191748 





139-6 

85*3 

353*2 

191849 





151-8 

101-8 

249*8 

1919-20 





172-5 

112*4 

793*1 

1920-21 





198-2 

139-8 

365*6 

1921-22 





198-4 

124-0 

689*6 

1922-23 





217*3 

110-4 

435*2 

1923-24 





198*9 

89*4 

1,589*6 

1924-25 





232*5 

187*3 

289*8 

1925-26 





205-7 

155*2 

480*2 

1926-27 





208*6 

124*2 

315*2 

1927-28 





199-1 

100*6 

313T> 

1928-29 





188*0 

136*4 

308*5 


The conclusion is irresistible that the rise in the price 
of land has benefited the indebted agriculturists by enab- 
ling them to redeem more land than they have mortgaged 
during this period of rising prices, and the fact that their 
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total mortgage debt is increasing does not necessarily mean 
that they are more heavily involved than before. 

41. As for the relative share of the agriculturist and 
the non-agriculturist mortgagees, we have no separate yearly 
figures available for Delhi except for 
Mortgages -with agricni- Shahdara Ilaqa for the years 1915-16 
turists — Delhi non agucui- 1927-28. But the following figures 

supplied by the Revenue Assistant, 
Delhi, clearly show that the total mortgaged area in the 
hands of non-agriculturists at present is comparatively 
small in the whole province and almost negligible in tracts 
other than Shahdara. 



Total. 

With 

agricul- 

tiirists. 

With non^igriciii- 
turists. 

Percentage of 
column 4 to 
column 2. 


Acres. 

Acres. 

Acres. 


Area of which rights 

21,636 

18,774 

2,862 

(a) 13-2 

of ownership are 



(including 1.750 

ib) 5*4 (excluding, 

mortgaged with 



acres in Shahdara 

the area in Shahdara 

possession. 



tract). 

tract). 

Area of which occu- 

1,581 

1,239 

342 

27-6 


Lea m which occu- 
pancy rights .are 
mortgaged. 


Even in the Shahdara Ilaqa, to which the Land Aliena- 
tion Act has not yet been applied, the sales by non-agricul- 
turists in favour of agriculturists exceed the sales in favour 
of non-agriculturists by agriculturists by 65 acres. In this 
tract the mortgages with possession by agriculturists in 
favour of non-agriculturists exceeded those by non-agricul- 
turists in favour of agriculturists by 366 acres during the 
years 1915-16 to 1927-28; but the area of mortgages with 
possession redeemed by the non-agriculturists was only 67 
acres as against 288 acres redeemed by agriculturists from 
non-agriculturists, so that the gain by agriculturists of 221 
acres on this account reduces the net loss of agriculturists 
to only 145 acres. Thus even in a tract where the Land 
Alienation Act was not in force, there has been no marked 
tendency towards the displacement of the agriculturist 
either as an owner or as a mortgagee. 

42. The material supplied by the Local Administration 
for. the Ajmer-Merwara Province is rather scanty, but such 
as it is, it clearly indicates that both 
AjW-Mlrwara° f land ~ &e area mortgaged annually and the 
mortgage money for fresh mortgages 
have in recent years declined far below the level of the year 
4913. The relevant figures are given below : — 


Land-mortgages. 
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43. The general conclusions to which the figures of 
mortgage area, and mortgage money 

«dte| al mort|Iles° ns re ‘ ^ eacl ma y be summed up as 

follows: — 

(1) The mortgage debt is increasing everywhere. 

(2) The rise in the value of land and the mortgage 

money per acre has till recently prevented any 
considerable increase in the total mortgaged 
area and has in some tehsils actually led to a 
decrease. 

(3) There has been a rapid replacement of non-agri- 

culturist by agriculturist mortgagees in Delhi 
and the North-West Frontier Province. 

(4) The fall in the mortgage money and in sale value 

per acre during the last 5 to 6 years, combined 
with protective laws and customs against the 
non-agriculturists, point to a more rapid dis- 
possession of the smaller agriculturists by 
bigger agriculturists in the future , if the ten- 
dency to falling prices of agricultural produce 
continues for some time to come. The prospect 
is disquieting specially in the North-West 
Frontier Province where tenants-at-will form 
already too large a proportion of the agricul- 
turists, where transborder people are coming in 
both as purchasers of land and tenants of big 
landlords, and where, according to the calcu- 
lations placed before us by the agricultural 
expert of the province, it is not possible for 
tenants working under the prevailing batai 
system on 5-1- acres of the very best land to make 
both ends meet, even when they are completely 
free from debt. 


44. We have no recent figures available regarding the 
gains and losses of the agriculturists by sale and purchase 
of land in any tehsil of the Centrally 
Tendency for land to Administered Areas except the figures 
with regard to sales of land to agricul- 
turists and non-agriculturists in the 
four tehsils of the Peshawar District of the North-West 
Frontier Province. Between the previous settlement and 


pass into ' the ..hands ' of 
bigger agriculturist 
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the last settlement in Peshawar Tehsil the total area sold 
to agriculturists was 36,361 acres as against 5,054 acres 
sold to non-agriculturists, the average price per acre paid 
by the agriculturists being Rs. 300 as against Rs. 359 paid 
by the non-agriculturists. In Mardan, the area sold to 
agriculturists between the two settlements .was 58,168 acres 
•as against 12,123 acres sold to non-agriculturists, the 
price per acre paid by the non-agriculturist being Rs. 1.73 
per acre as against only Rs. 101 per acre paid by the agri- 
culturist. During the same interval the total area sold 
to agriculturists in Swabi Tehsil was 17,526 acres as 
against 2,655 acres sold to non-agriculturists, while 
the average sale price per acre paid bv the agriculturist 
was Rs. 190 as against Rs. 177 paid by the non-agricultur- 
ist. In the Tehsil of Charsada, the sales to agricul- 
turists between the two settlements amounted to 38,374 
acres of land as against 4,526 acres in favour of non- 
agriculturists. the average rate at which land was sold to 
the agriculturist being Rs. 160 as against Rs. 182 per acre 
paid by the non-agriculturist. It is plain that the ten- 
dency for land to pass into the hands of the bigger agricul- 
turists at a cheaper price has in recent years been accen- 
tuated in the district of Peshawar. The older settlement 
reports in other tehsils of the province reveal the same ten- 
dency. The Assessment Report of 1906 of the Abbottabad 
Tehsil of the Hazara District shows that the percentage of 
the cultivated area sold since the previous settlement to 
non-agriculturists was only 1'9 while that of the area sold 
to agriculturists was li-3. The settlement report of 
Kohat District of 1905 mentions that only l/9th of the area 
sold passed into the hands of non- agriculturists while 
the rest of the alienations were among the land owners 
themselves. 


45. During the course of our public sittings, allegations 
were made that creditors, specially the agriculturist credi- 


Exaction of free ser- 
vices from borrowers. 


tors, received in addition to interest 
on loans free services of the borrowers 
for various purposes, but as a result of 


our examination of the witnesses who alleged the pre- 
valence of such a practice and further enquiries on the sub- 
ject, we have come to the conclusion that this is true in 
exceptional cases only, and that even where services are 
rendered to the creditors, they are paid for to an appreci- 
able extent. 
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46. Another alleged effect of the indebtedness is that 
•.the indebted agriculturist is compelled to sell his produce 

to his creditors at prices which are far 
,on E SosS^f n produ d C e ess below the market rates. This will be 

more conveniently examined in the 
chapter on marketing. 
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CHAPTER V. 

Rates of interest in Rural Areas. 

47. The stipulated rates of interest vary with the 
character of the borrower, the security offered by him and 
_ . . sometimes the purposes for which he 

rates e of r fnteresL tlpi,lated borrows. It has not been an easy task 
to ascertain what the ordinary 
stipulated rates of interest actually are in the three pro- 
vinces. In Ajmer, the Registrar of Co-operative Socie- 
ties told us that 15 per cent, to 24 per cent, per annum was- 
the usual rate of the local money-lenders and that their 
extraordinary rates were as high as 37-|, 50, 75 and 150 
per cent. ; while one of his Inspectors suggested that 36 per 
cent, was a common rate. On the other hand, some of the 
agriculturists whom we interviewed admitted that 12 per 
cent, was quite a common rate, and some of the money- 
lenders sought to prove this by showing us the entries in 
their bonds and in the account books. Our analysis of the 
results of survey in 511 villages of Ajmer-Merwara, how- 
ever, leaves no doubt that the ordinary or the most 
widely prevalent rate of interest on mortgage of 
agricultural land is 12 per cent, per annum in Jawaja r 
Nayanagar and Kalinjar assessment circles of the Beawar 
Tehsil, in the Bali circle of the Todgarh Tehsil, in the 
Ramser circle of the Ajmer Tehsil and in Kekri, 18 
per cent, in the Chang circle of the Beawar Tehsil, 13-5 per 
cent, in the Bhiem circle of Todgarh, and 10'5 per cent, 
in the Bhagana circle in Todgarh ; 9 per cent, in the 
Gugwana, Srinagar, and Derathu circles of the Ajmer 
Tehsil; and only 6 per cent, in the Pushkar and Jethana 
assessment circles in the Ajmer Tehsil. The stipulated 
rates on unsecured loans are appreciably higher in most 
circles, being 18 per cent, in Srinagar (Ajmer Tehsil), in 
Bali (Todgarh Tehsil) and in all the four assessment circles- 
of the Beawar Tehsil, viz . , Jawaja, Nayanagar, Chang 
and Kalinjar, 15 per cent, in the Bhiem and Baghana 
circles of Todgarh, in Pushkar circle of the Ajmer Tehsil, 
and in Kekri, and 12 per cent, in the remaining circles of 
Ajmer, viz . , Ramser, Gugwana, Jethana and Derathu. 
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48. Are these stipulated rates actually realised by the 
private creditor, particularly the non-agriculturist money- 
lender who cannot fall back upon the 
of'jntereJt realised rates sale of agriculturists’ land as his 
ultimate means of recovery? On this 
important point, we have taken considerable pains to sift 
the truth from a mass of conflicting evidence which we 
received in the course of our public sittings. The first 
reliable piece of first hand information came from the 
Income-tax Officer, Ajmer, who emphatically said that 
“ the full- amount due is never received ” by the money- 
lender. Officials of the Co-operative Department in Ajmer 
made admissions to the same effect during the course of 
their examination. The Registrar of Co-operative Socie- 
ties, Ajmer, admitted that some of the investments made- 
by money-lenders were “ unsafe ” and that “ payments in. 
some cases were made through compromise * # in kind, 
known as bharna , by giving manure, cattle, fodder, etc.”. 
When asked what exactly he meant by bharna, he explained, 
“ sometimes the price of cattle is fixed at a higher rate, 
than what it is really worth ”. On the whole, this witness; 
was of the opinion that “ after making allowances for the 
return of the capital employed, either by borrowing from 
outside or owned, for legal expenses, management charges, 
incidental charges and risks involved ” the money-lenders 
receive a “ net return of 6 per cent., or -Jrd the rate of 
interest they charge ”. The Assessment Report of the 
Todgarh Tehsil speaks in the same vein : “ But the fact is 
of course that the nominal annual interest charges are 
probably as a rule seldom satisfied in full.” 

49. Interesting light on this point is thrown by certain, 
statements contained in the reports on the working of the 
co-operative credit societies in Ajmer- 
raufof "interest ° f land ~ Merwara for the years ending' June 

1917 and 1918. In 1916-17, the officer- 
in-charge of the co-operative societies remarked that 
in carrying out the scheme of redemption of land and 
liquidation of old debts on behalf of the members of the 
co-operative societies he was able to induce money-lenders 
to accept in full settlement of their claims, 9 annas in the 
rupee. The report of 1918 again mentions that the 
mahajans’ debt of Rs. 61,664 was compounded for only 
Rs. 42,546. In other words, the mahajans realised in 



1917-18 only 68'9 per cent,, of the total debt due to them. 
If this debt was of B years’ standing at 24 per cent, simple 
interest, the mahajans received only Rs. 118 for 100 at the 
end of 3 years, which gives only 6 per cent, simple interest. 
If the debt was of 2 years’ standing they got only Rs. 110-9 
for Rs. 100 which means less than 10*9 per cent, interest 
in two years or 5-4 per cent, per annum. 'If the p debt was., 
of 3: years’ standing at 12 per cent., th q mahajans received, 
only Rs. 93 for Rs. 100 at the end of 3 years and if the 
debt was of 2 years’ standing it works out at 85 for every 
100 given at the end of 2 years. If the amounts had been 
advanced at compound interest the mahajans should have 
received at 24 per cent., 190-6 at the end of 3 years for 
every 100; but under this settlement they received only 
131 ‘3 for 100 which means 10 per cent, simple interest. 
If the rate of interest was 12 per cent, the creditor received 
only 97 for every Rs. 100 which means that he actually 
lost on the transaction. 

In view of some doubts raised by the present 
Registrar of Co-operative Societies, Ajmer, as to the 
bond fides of these transactions on account of the 
possible collusion of the subordinates in the Co-operative 
Department, it is worth while quoting the relevant extract, 
which reads as follows : — 

“ The lands redeemed were either held by mortgagees in physi- 
cal possession or on ghughri rent. In cases where mortgagees 
were in actual possession of land there had been very great difficulty 
owing to their unwillingness to part with it and reduction in 
claims was all the more difficult inasmuch as the refusal of the 
mortgagee meant that the mortgager’s course was to sue for re- 
demption in the law courts and thus to drag the mortgagor to un- 
necessary and. ruinous litigation. With considerable tact these 
difficulties were overcome and on the whole there was an all round 
reduction of 20 per cent, in settlement of cases of mortgages with 
possession. In freeing the mortgages without possession there 
were comparatively less difficulties and the reduction in claims 
amounted to 25 per cent, on an average. In compounding the 
old debts the mahajans had given no less trouble. These debts 
consisted of khata debts, bond debts, decretal debts, ghughri debts, 
and in all such cases the accounts from the very beginning were 
overhauled and exmined before the settlement was arrived at. The 
Inspector of Go-operative Societies (concerned), with the Secretary 
of the local society, was present with the Manager of the Central 
Co-operative Bank who earned with him a peripatetic treasury 
from village to village.. The panchayat was called, the accounts 
as examined, by the Inspector, and the Manager were- explained 
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to them. ' 'They were then asked if 'they "wanted to settle it.. 
There was canvassing 'for some time on either side. When a rea- 
sonable figure was arrived at and when the whole panchayat agreed,, 
the amount was paid then and there and receipts obtained for 
the sum thus settled. The reduction in claims depended on the. 
nature of debts according as they were old or new and on the 
rates of interest; thus it was that Es. 1,57,018 were paid on 
account of old debts and -with it debts were -repaid to the extent 
of Es. 2,80,000, which gives on an average a reduction of 7 annas 
j in the rupee. 2 had personally to do a good deal in this matter 

and to supervise The entire arrangements, and on the whole I 
j was glad that a task wdiidh at one time seemed unmanageable 

and arduous could be overcome with tact to the entire satisfaction 
"of the agricultural members of co-operattive societies.' ? That 
these were not isolated cases was further proved by the readiness, 
of almost all money-lenders, whom we interviewed, to compound, 
their debts for much smaller sums than their clues. 

50. All this was corroborated by the account books 
and books containing decrees of money-lenders which 
_ . . some members of our committee were 

raterTSterest r from d thf able to examine with the help of 
’ account books of money- the superior revenue officials in Ajmer 

611 tls ‘ and Beawar. Full details of some of 

j the typical cases are given on pages 1-90-193 of the printed 

volume of evidence in Ajmer-Merwara; and these prove 
j that in estimating 'the real net interest, due allowance has 

to be made for the following : — 

J (I) Interest given up by the plaintiff in his plaint or 

| at the time of settling old accounts and renew- 

I ing them. 

i (2) Interest not allowed by the court at the stipulated 

I rate. 

1 (3) Interest not allowed by the court during the pend- 

ancy of the suit. 

(4) Interest reduced or not allowed by the court after 

the date Of the decree. 

(5) The number of instalments allowed without interest 

so long as instalments were paid in time. 

(6) Interest reduced or not allowed on costs. 

(7) Infructuons execution applications and inordinate- 

delays in legal proceedings particularly those 
| relating to execution proceedings. 

(8) Compromises made, particularly the practice of 

i . bhama. 
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(9) Absolute non-recovery so far of both principal and 
interest in a large percentage of cases. 

Some of the money-lenders in this province summed 
up their statement of the actual facts as follows : — 

“ On the whole out of 60 cases of agriculturist 
borrowers about 20 pay in full, about 20 pay half the 
amount and about the same number of people pay only 
the bare principal. To keep within the limitation period 
and to avoid the expenses of law courts, we have very often 
to feed our clients and to pay the legal expenses in order 
to get our bonds renewed and sometimes by agreements 
among ourselves show payment on the back of it without 
actually receiving anything from the borrower and so keep 
in force the debts due to us. This year, for instance we 
had locusts but still we had to lend for seed to agricul- 
turists. We did it in the hope of getting some profit if 
the crops turned out to be good, and the agriculturists 
cultivated land in the hope of getting good crops. If the 
agriculturist does not get crops, he cannot pay us and we 
have to live on mere hopes.” 

51. To test further the correctness of these facts we 
requested the judicial officers to pick out at random a 

few decided cases and send them to us 
Evidence regarding f or our examination. Appendix YII 
court cases. (6) gives a summary of the facts of each 

case we examined, and shows that on 
almost every essential point the complaints of creditors 
are, on the whole, substantially true. 

52. Much the same is the result of our investigations 
in Delhi. The intensive surveys indicate the following to 

Results of intensive sur- be the prevailing stipulated rates of 

veys in Delhi regarding ,'nforoot • 
prevailing rates of in- interest.. 

terest. 


Names of villages. 

Mortgage Debt. 

Ordinary rate of 
interest per 
annum. 

Open Debt.' 

Ordinary rate of 
interest per 
annum. 

Silampur . .... 

Income produced from land 

Per cent. 

24 

mortgaged with possession. 


EajpurKhurd . . 

Ditto 

18 








Mortgage Debt. j 

Open Debt. 

Names of villages. 

Ordinary rate of j 

interest per 
annum. 

Ordinary rate of 
interest per 
annum. 

Jafarpur Kalan 

18 per cent. . . . 

Per cent. 

18 

Akbarpur Majrn 

Income produced from land 
mortgaged with possession. 

12 

Mohammadpur Majri . 

Ditto . . 

18 

Hauz Rani .... 

Ditto 

24 

Jhangola ..... 

12 per cent. .... 

15 

Dallupura 

Income produced from land 
mortgaged with possession. 

24 

Shahpur Jat . . . 

Ditto 

21 

Nangli Sakravti 

Ditto 

24 

Jonapur ..... 

Ditto 

24 

Deorala ..... 

24 per cent. .... 

24 

Nangloi Sayyad . . . 

18 per cent. . 

18 

Masjid Moth .... 

Income produced from land 
mortgaged with possession. 

12 


53. The actually realised rates appear to be substan- 
tially lower. The officials of the Income-Tax Department, 
who collaborated in the preparation 
Actually realised rates 0 f the note submitted to us, were all 
survey. ** ° intensive 0 f the opinion that “ not only the risk 
of losing the capital is usually very 
great but even when recovered, repayments are in small' 
dozes and spread over a long period of time ”, and that 
“ at the time of settlement very ample deductions are 
made ”, and that the Department’s presumptive rate of 
realised interest for rural money-lenders based upon their 
examination of many account books varied between 9 and 
11 per cent. The zamindar witnesses also agreed that the 
non-agriculturist money-lender’s recoveries had been very 
small during the last ten years, that he had very often to 
accept in payment the borrower’s cattle at a price far 
higher than the actual market price as recovery was impos- 
sible otherwise, and -that there was generally an appre- 
ciable gap between his stipulated rates of interest and his 
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actual realisation by execution of a decree. The records 
of the cases picked up at random from the files of the law 
courts in Delhi strengthen these statements*. 


54. In the North-West Frontier Province, _ the 
stipulated rates show a much wider range of variations, 
stipulated rates oHn- and the maximum rates are said to be 
much higher. 


tersest in the North-West 
Frontier Province. 





Mortgage Debt. 

Open Debt. 

Names of villages. 


Ordinary rate 
of interest 
per annum. 

Ordinary rate 
of interest 
per annum. 

Cbamkani 

. 

' 

Income produced 
from land 
mortgaged with 
possession- 

30 Per cent. 

Hangu 

. 


Ditto. 

30 

Kofc Najibullah . 

. 


12 Per cent. 

12* „ 

•Gul Imam 

• 


H „ 

12 

Dhamtour 

.... 

. 

\ 

12 

22*. „ 

•Ghoriwala 

<»«»*• 


12 „ 

18| 

BilHtang . 

• * • • 


12 „ 

361 „ 

Mayar 

* • 9 


12 

27f „ 

M^ddi 

* a • % 


12 „ 

13 

Potah 



6 „ 

00 

Pabbi 



6f » 

21 

L&cki Bala 

*. . * 


18 „ 

27 

■Sbabqadar 

* * 


18 ; 5 , 

24 

Shahbaz Khel . 

. « . 


15 s , 

24 


The evidence is, however, vary strong' that the actually 
realised rates by non-agriculturist money-lenders are 
substantially lower. The Income-tax Officer, Peshawar, 
estimates the net- return: of the village money-lender at 12 
per cent, per annum. Mufti Abdul Latif, Munsiff in the 
city of Peshawar, states : “ The village money-lender in 
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the plaint claims rates of interest varying between 12 and 
36 per cent, but the courts seldom award him more than 18 
per cent. This is not a net return on his capital. Taking 
the cost of all the proceedings necessary for realising money 
I am of opinion that his net return would come to about 
12 per cent. The bigger money-lenders’ rates are generally 
lower and the return they get is, I believe, between 9 ana 
12 per cent . ” Nawab Sir Dost Mohammad Khan, a vener- 
able old gentleman and a big landlord in intimate touch 
with his villagers, said that the rates of big sahuJuirs were 
not at all high, that even small Hindu shopkeepers, whose 
Stipulated rates were high, generally decreased their rates 
of interest substantially at the time of settlement of 
claims, that the village dharwai did not charge any interest 
on loans advanced for purchase of seed or purchase of a 
bullock, and that if there were any Hindu guests in the 
village it was his business to supply them with food and 
meet all their requirements free of cost. It was further 
pointed out by several witnesses that in estimating the 
net return on money-lending, allowance must be made for 
the special conditions prevailing in the North-West Fron- 
tier Province. A leading banker, Rai Bahadur Karam 
Chand, speaking from personal experience both as a creditor 
and as a member of jirgas, referred to section 8 of the 
Frontier Regulations under which zamindars could apply 
to the Deputy Commissioner that even civil cases between 
them and others should be dealt with by a jirga and said 
that the Council of Jirgas generally "forced the money- 
lenders and bankers to reduce rates in favour of zamindars , 
quoting in support a well-known case in which though 
the rates settled in the bonds were as high as 12 or 15 per 
cent., the creditors had to agree to 8 per cent, simple 
interest and actually realised only 6 per cent. Another 
indigenous banker and a director of a joint stock bank, 
Rai Sahib Mehr Chand Khanna, put the position bluntly. 
“ No banker would like to advance money to the zemindar 
because there is no security in return ; and that is my posi- 
tion. The money would naturally be, I will say, entirely 

at his (zemindar’ s) mercy Mv only remedy is to go to 

a court of law but my trouble actually starts after I have 
©Mailed the decree, for when the decree has to be executed^ 
it is rather difficult to have the land attached. Even if 
you have it attached, the. only, course is to put its lease to 
auction. Who will buy ? You get a warrant of arrest. 
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He ( zamindar ) is living in a certain village and I cannot 
catch hold of him. Who will go in the village to arrest 

him or to spot him? ” Our analysis of 

a few decided cases sent to us by the courts also point to 
the existence of a wide difference between the stipulated 
rates and those actually realised by the non-agriculturist 
creditors.* 

55. The cumulative effect of this weighty evidence 
leaves no doubt in the mind that while the rates of gross 
„ , . interest in the rural areas of these three 

provinces are as a general rule high, 
the rates of net or realised interest are generally much 
lower. 


56. The system of loans in kind, i.e. for seed, pre- 
vails only to a small extent in the Delhi Province. The 
evidence as to the actual rates of 
” C! ‘ iu “ interest charged on these loans in 

Delhi is rather conflicting. The Income-tax Officer, Delhi, 
stated that the creditor got \\ of the quantity lent by him 
at the time of the harvest, while the Secretary of the 
Central Co-operative Bank, himself a zamindar, speaking 
from his personal knowledge maintained that the rate of 
interest charged for cash advances was generally higher 
than that for loans in kind, and the Inspector of Co- 
operative Societies believed that there was no difference in 
the rate of interest for cash advances and loans in kind. 


The only reasonable explanation of this diversity of opinion 
seems to be that the rates differ in different parts of the 
province in accordance with the local custom. In Ajmer- 
Merwara, loans in kinds are advanced generally on the 
basis of what is called the sawai system, which means that 
25 per cent, larger quantity of grain is given at the end 
of the harvest in repayment of the loan. The extensive 
survey of villages in different assessment circles of the 
Ajmer-Merwara Province shows that the system of loans in 
kind is prevalent to the extent of only 2 annas in the 
rupee in the Beawar Tehsil, 6| annas in the rupee in the 
Todgarh Tehsil, and 2 annas in the rupee in the Ajmer 
Tehsil. A detailed enquiry was made in the village of 
Bajiawas in the Beawar tehsil in order to ascertain the 
exact operation of this sawai system. The villag^money- 
lenders, dealers and the agriculturists assembled' in that 

* Vide Appendix VII* 
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-village agreed that the general position regarding loans 
in kind was as follows : — 

“ A loan advanced in grain is repaid in grain at the 
harvest time at the rate of 1 maund and 10 seers for every 
maund borrowed. Cotton seed, however, is repayable at 
par at the harvest time. The system of loans in kind and 
repayments in kind on the basis of 25 per cent, extra 
(sawai) does not pay the man who cannot store the pro- 
duce for being sold or lent out when prices rise. For 
instance, if in the month of Kartah (November) when the 
price of barley is generally high, barley is lent out at the 
rate of 25 per cent, interest and 25 per cent, more barley 
is received back and sold in the month of Chet (March), 
there will be loss rather than gain, for the prices of barley 
are generally cheaper by more than 25 per cent, in the 
month of Chet than in the month of Kartah. But in case 
this barley is stored and sold in the outside market during 
the rainy season, say in the month of August or is lent 
out again between the months of October to December, 
the village money-lender or dealer can make some profit in 
lieu of the interest that he has lost. At the most he will 
gain 25 per cent, for locking up his capital for 12 months 
if full recovery is made and the entire amount is sold or 
dent out after the next Kartah , but ordinarily the profit is 
much less. This system can only be resorted to by people 
who have got substantial capital to lock up ; others lend 
•on cash basis even when they lend in the shape of commodi- 
ties, charging interest at the same rate as prevails for 
cash. In the latter case corn lent out is valued in the 
account books at the prevailing market price in the month 
•of Kartah an'd when repayment is made in Chet the produce 
given is also valued at the market price prevailing then, 
but in this case the rate of interest is not sawai, but varies 
between 12 and 18 per cent, according to the standing of 
the parties. The system of loans and repayments in kind 
*on the basis of sawai is generally declining, because of the 
failure of crops, fluctuations in prices and the smallness in 
the number of money-lenders who have got substantial 
capital to lock up.” 

57. The general trend of evidence supports the view 
that the rates of interest of the agriculturist creditor 

Bate of interest charged are never lower than those of the 
by the agriculturist ere- non- agriculturist money-lender. He 
,ditors - generally lends on mortgages with 



possession but even when he does not, he has the 
right eventually to get hold of the land and so has 
no difficulty in actually realising his stipulated rates of 
interest. In addition to interest he exacts in some cases 
some form of service from his debtor, which he does not 
fully pay for. As against this general picture, it should 
be noted that in parts of the North-West Frontier Pro- 
vince, particularly Hazara, it is not uncommon for land- 
lords to advance money to their tenants for seed and plough 
without any interest at all and that sometimes it is neces- 
sary for them to advance as much as Rs. 100 per tenant 
without any interest if they wish to attract and retain 
tenants. 

58. In addition to these two types of lenders, other 
types are making their appearance in the rural areas, for 
example, the transborder money-lender 
Bates of interest and persons who specialise in advane- 
tors. mg loans on what is known as the 

rahti system. The business of both 
these types is increasing in volume and the interest actually 
realised by the Kabuli money-lender ranges from 75 to 
300 per cent, per annum. Under the rahti system, which 
we shall describe in a subsequent Chapter, the” stipulated 
rate of interest comes to 37-| per cent, per annum. It is 
widely prevalent in the Mahrauli ilaqa and the borders of 
the Jumna river in the Delhi Province. Default in regular 
payment of the monthly instalments due under the system 
involves an additional penal interest at 1 anna per rupee 
per month. We have not been in a position to investigate 
and ascertain what rates of interest are actually realised, 
by the lenders under the rahti system, but in view of the 
fact that loans under the system are generally taken by 
men who have very little security to offer, there must be an 
appreciable number of cases in which the lenders lose both 
the principal and interest in spite of the vigilance and the 
drastic methods of recovery with which thev are generally 
credited. 
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CHAPTER VI. 

Sources and Periods of Loans in Rural Areas. 

59. To complete our review of the existing conditions 
of agricultural credit, we may now notice briefly the 
„ , , . sources of borrowing in the rural areas, 

Sources of borrowing. ^ ^ Q f eact in the 

aggregate amount of loans outstanding, and the periods 
for which these loans are advanced. The results of inten- 
sive enquiries as to the relative importance of the various 
sources in 20 villages of A j mer-Mer war a and of the exten- 
sive enquiries in 511 villages of the same province are 
summarised in the tables given below' : — 


Villages. 


Total. 

Government. 

Co-operative 

Bank. 

Agriculturist 

money- 

lender. 

. Mahajan. 



Bs. 

Rs. 

Bs. 

Bs. 

Bs. 

Rup Kagar 


19,226 

440 

3,110 

8,918 

6,752 

Xavera 


68,806 

251 

4,900 

6,244 

57,411 

Balad 


34,948 

358 

17,120 

360 

17,110 

Bar . 


28,280 

263 

2,454 

16,759 

8,804 

Rajiwas . 


62,514 

270 

4,477, 

3,148 

44,619 

Chat 


37,535 

« » 

. . 

3,957 

33,578 

.Nyran 


84,325 

e * 

945 

1,610 

81,870 

Bagar 


66,319 

776 

4,441 

14,824 

46,278 

■ Sarana 


35,417 


2,292 

23,840 

9,285 

Bansariau 


59,796 

85 

200 

2,455 

. 57,056 

'Mekrera . 


1,64,385 

• . 

14,965 

3,240 

1,46480 

IBaghana . 


50,746 

260 

• . 

2,327 

48,159 

BawatmaL 


48,321 

325 

iv&'fS 858 

6,867 

40,27! 

Jaswantpur 


12,127 

A A:::'A.,':* A; 


A A' '-'A:;',; 

12,127 

Sanadb. 


1,32,431 

A'.".;: -'.'XX ">■,;■"/ :a : A 

7,279 

9,050 

X 16402 

Banjari 


73,478 j 

108 

X414 

' 20 

71,936 

Bliagwanpura 


47,358 ! 

261 ! 

5,893 

3,064 

38,140 

Xvalti 


42,414 s * 1 

206 

2,487 

10,115 

29,600 

Barmalian 


32,591 

43 


700 

31*843 

Kekri ' 

■■■■ i 

1,07,414 

A 

10,896 

14,605 

1,41,913 

JOfAL OP 
VILLAGES. 

20 

12,53,431 

3,652 

83,731 

1,32,003 

10,39,045 

PERCENTAGE 
THE' TOTAL. 

OP 


-29 

6-6 

' 

10*48 

82-5 


* E&cluiiv# oIJRs. 9,044 unclassified hf the i%ve#ga^ors. 
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116 



GBAND TOTAL . 1,01,679 -05 17,04,662 8-64 20,74,197 10-57 1,58,54,628 80-34 $1,97,35,176 



60. The relative share of each class of creditors in the*- 
14 villages selected for intensive survey in Delhi is indi- 
cated on page 207 of Chapter XI. The 
Kesuits of extensive extensive survev in 295 occupied 
Delhi. villages or this province discloses the 

following results : — 


Total Debt. 

i Amount 
lent by . 

Government. 

Amount lent by ; 
co-operative j 
societies. 

Amount lent by 
agriculturist 
money-lenders. 

Amount lent by 
Mah&jans. 

Rs. ! 

Rs. | 

Rs. 

Rs. 

Rs. 

90,59,097 

2,35,706 i 

5,39,601 

1 45,66,405 

37,17,385 

Percentage of 

TOTAL. 

2-6 

1 

| 

5*95 

'■/ ■■■ ; '■ ■■ . 

■ ■ 1 

50*46 

! 

41*05 


These figures show dearly that the Delhi Province is in. 
the grip of the agriculturist money-lender. 

61. Similar information as to the hold of the zamindar- 
creditors in the villages selected for intensive survey in the- 
North-West Frontier Province is not 
Hold of zamindar-credi- available as owing to misunderstanding 
Frontier Province. of the instructions issued by the Com- 

mittee, the word sahukar has been 
understood to include both agriculturist and non-agricul- 
turist money-lenders and the figures for loans due to 
zamindar s collected by the village revenue staff include only 
the amounts lent by the zamindars to their own tenants. 

The information collected shows that out of the total 
indebtedness of Rs. 31,63,729 in the 16 villages selected for 
intensive survey, Rs. 71,082 were advanced by Government, 
Rs. 8,50,531 were lent by zamindars to their own tenants, 
Rs. 22,32,759 were lent by other agriculturist and non -agri- 
culturist sahukar s, and Rs. 9,357 only were contributed by 
the co-operative banks. This means that 26-8 per cent, of 
the total was borrowed by the debtors from their own land- - 
lords and 70-5 per cent, from other sahukar s , agriculturist 
and non-agriculturist. In some tehsils, the zamindars 
finance their tenants to a much greater extent than this - 
general average indicates. In the village of Dhamtaur in 
Abbottabad Tehsil the amount of loans advanced by zamin- 
dars to their tenants and labourers is Rs. 1,53,704, or 74-08 
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■per cent, of Rs. 2,07,457, the total debt of the village. In, 
Hangu, such loans by zamindars to their tenants constitute 
54-07 per cent, of the total; and in Ghoriwala, a village 
in Bannu Tehsil, 41-58 of the total. 

Combining this information with the proportion of the 
mortgaged area in the hands of the agriculturists given in 
Chapter IY and the mortgage debt in each tehsil given 
' below, we can form a rough idea of the substantial contri- 
bution made by the agriculturist creditors to the rural 
finance in the North-West Frontier Province : — 


Districts and tehsils. 


Existing mort- 
gaged area, 

Mortgage money. 

BANNU DISTRICT . 


1928-291 

205,370 

Rs. 

1,59,58,028 

Bannu Tehsil . 


46,469 

66,59,029 

Lakki Marwat Tehsil . 


158,909 

92,98,999 

KOHAT DISTRICT . 


3,881 

3,59,867 

Kohat Tehsil 


502 

67,077 

Hangu Tehsil 


269 

54,124 

Tori Tehsil 


3,130 

2,38,666 

HAZARA DISTRICT . 


11,917 

18,08,838 

Abbottabad Tehsil . 


2,549 

4,53,720 

Haripur Tehsil 


3,676 

5,58,153 

Mansehra Tehsil 


5,692 

7,96,965 

DERA ISMAIL KHAN 
DISTRICT .... 

262,606 

58,15,183 

Dera Ismail Khan Tehsil 


115,412 

30,90,104 

Tank Tehsil 


90,158 

16,11,377 

Kulachi Tehsil 


57,036 

11,13,702 

PESHAWAR DISTRICT 


107,181 

1,76,51,170 

Peshawar Tehsil . > 


15,042 

33,58,080 

Mardan Tehsil 


34,371 

38,23,322 

Swabi Tehsil 


33,351 

56,71,925 

Nowshera Tehsil „ 


6,793 

9,57,597 

Charsada Tehsil 


17,624 

39,40,246 

Total 



8,32,86,172 


62. The figures given in the table on page 884 of 
/Chapter XXIII bring out clearly the small part that the 

takavi system of Government plays in 
agricultural credit. Bnt, though the 
credit m Delhi. total amount advanced is relatively 

small, our examination of the intensive 
survey of some of the selected villages in Delhi does not 




119 


support the impression created by the oral and written 
evidence before us that takavi loans are given only to a few. 
The relevant statistics on the point are given below : — 


No. 

Villages. 


.1 

Total 
No. of 
families. 

No. of 
families 
who 
availed 
themselves 
of takavi 
loans. 

Total 
indebted- 
ness of 
these 
families* 

Percentage 
of takavi 
to total 
indebted- 
ness of , 

, these 
families. 

1 

Jhangola . . 


" ! 

27 

27 

Es. 

31,231 

4-6 

2 

Akbarpur Majra 



25 

13 

11,125 

6*0 , 

a i 

Mohammadjmr Majri 


■ . « j 

25 




4 

Nangloi Sayyad 


\ i 

36 

35 

33,011 

! 5*5 

5 

Deorala . 



21 

21 

29,062 

' 7*5 

6 

Jafarpur Kalan 


. j 

71 

! 40 

13,584 

2*7 

7 

1 Kajpur Khurd 



31 

12 

,7,779 

1*6 

8 

Jonapur . 



56 

9 

11,325 

3*0 

9 

Shahpur Jat 


* j 

78 

! ■ 12 

31,252 

2*6 

10 

Masjid Moth . 


* j 

66 

1 1 

6,125 

8*5 

11 

Ballupura . . 



57 

32 

18,170 

39 

12 

Silampura 


, ! 

49 




13 

Nangli Sakravti 



48 j 

35 

28,995 

14*6 

14 

Hauz Eani 



ioo ! 

59 

32,236 

- 2*3 ■ ■- 


63. The state of affairs in A j mer-Merwara is materially 
Takavi loans in Ajmer- different as the following analysis of 
erwara - the intensive survey will show 1 : — - 




The 

NUMBER OF FAMILIES. 



Percentage' ■ 

No. 

Villages. 

Total. 

Proprie- 
tors and 
tenants. 

Proprie- 
tors and 
cultiva- 
tors getting 
tahiviloms. 

Amount of 
takavi 
received. 

Total debt of 
proprie- 
tors and . 

■ tenants, , 

of takavi 
loans to the 
■total deht'of;: 
cultivator 
and pro- 
,,,„ prietdrs. : 

1. 

Bixpnagar . 

Ill 

103 

25 

446 

Rs. 

* 17,496 

2*73... 

q 

Lavera 

84 

78 

2 

251 

68,806 

*38 

3. 

Balad 

140 

101 

9 

358 

34,948 

1*02' 

4. 

Bar . 

87 

85 

9 

263 

27,265 

*96 

5. 

Bajiawas 

241 , 

233 

8 

270 

55,414 

*49 

6. 

Chat . 

39 

37 

v 'y . . 


-\iyi 

v'.«.: 'hv'. 

7. 

Nayxan 

134 

127 

■ 



, , 

8. 

Bagar 

153 

143 

18 

776 

61,964 j 

1-24 

9. 

Sarana 

98 

96 

U. ■■ ■■■■'.,■ 


: , 24,495 ' 

„ , 

10. 

Daneseryan 

98 

92 

8 

75 ; 

*31 

11. 

Makrera 

225 

165 , 


'■* * 'P 

36,964 

‘ * -70 

12. 

Bhagana 

169 

135 

-■■a- 

260 

13. 

Bawatmal . 

I 108 : 

108 

18 

325 

41,582 , 

*78 ■ 

14. 

Jaswantpura 

50 

47 

> V.'A'v : ' 

A;'; .- 

- '*# 

. . 

15. 

Sana dh , . . : . 

.■ 212 ■■■ 

201 


* *108 

68,072 ' 

** *16 

16. 

Banjari 

143 

■ 113 : 

5 : 

17. 

; Bhagwanpura ' . 

m 

57 1 

12 

261 

47,358 

*55 

18. 

1 Gkilti . 

10 8 ■ J 

93 : 

12 

206 

40,248 

*51 

19. 

Sermalian . 

60 

,55 ! 

• 2 

43 

3,259 

1*32 

20. 

Kekri 

843 - 

843 


•• 

** 



Total . 

. '8,162' ' 

2,912 

137 

3,641 ; 

•5;27,871 f 
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64. No clear distinction is observed by the various 
•classes of creditors in respect of long period and short 

_ . , . T period loans, except so far as Govern- 

ment grants takam loans under easy 
terms for land improvements for long periods and co- 
operative mortgage societies and banks advance varying 
amounts for long periods under special terms in Ajmer- 
Merwara. Generally speaking, in Ajmer-Merwara, the 
local money-lenders advance loans for (a) cultivation pur- 
poses and (b) for special needs (<?.<?., for maintenance during 
scarcity or famine) for 6 months to one .year, and for (c) 
capital expenditure for periods up to three years ; Govern- 
ment gives loans under the Agriculturist Loans Act for (a) 
and (b) for 3 to 10 years and under the Land Improvement 
Loans Act up to 20 years ; while the agricultural co-opera- 
tive credit societies accommodate their members for (a) 
:and (b) upto 6 months to three years and for (c) for varying 
periods not exceeding 20 years. In Delhi, loans for culti- 
vation purposes, and for payment of land revenue or pur- 
chase of food or fodder during scarcity, are given for one 
harvest (6 months), those for purchase of cattle from one 
year to two years, and for permanent improvements upto 
three years, loans for longer periods being practically un- 
known except takavi loans under the Land Improvement 
Loans Act. In the North-West Frontier Province, the 
private lender gives loans usually for an indefinite period, 
but when loans are given by the village dharwai without 
interest for cultivation purpose, there is a clear understand- 
ing that they will be repaid at the next harvest: Co-opera- 
tive societies in that province have fixed 6 months as the 
maximum period for trade purposes, 3 years for agricul- 
tural purposes, and 3 years for liquidation of old debts. 

65. As noted elsewhere, a very large percentage of the 
existing rural debt has been incurred for purposes which 

really require loans for long periods 
lo^periods! 1 mostly f ° l and intermediate terms. Almost every- 
where there is a great demand for 
intermediate term loans for purchase of cattle and for 
-expenditure on marriage and other social ceremonies, and 
for long term loans to redeem lands, to liquidate old debts. 
:and to effect improvements on land by sinking new wells, 
by deepening old ones, by constructing bunds and 
tanks. Except in Ajmer-Merwara, where there are a few 
mortgage societies and mortgage banks doing a limited 
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amount of business in long term loans, there are no special 
.credit institutions specially designed or adapted to meet 
the demand for long period loans. The period for which 
private creditors occasionally grant long period loans does 
not generally exceed 5 to 7 years as they are naturally 
anxious to have a rapid and safe turnover of their limited 
..capital. Takavi loans for long periods are very limited 
in amount. The co-operative credit societies do, as 
a matter of fact, grant to their members a limited amount 
of loans for purposes which necessitate repayment spread 
over a long period, but neither these nor the co-operative 
mortgage banks in Ajmer, which are financed by the central 
banks, can safely advance large sums of money for long 
periods, as their funds are supplied mostly by deposits for 
periods ranging between one and three years. The 
.security, against which long period loans can be advanced, 
is not regarded as sufficiently attractive by the non- 
agriculturist money-lenders and the public institutions like 
.the joint stock banks. In the case of istimarardars in 
Ajmer-Merw’ara, the difficulties in obtaining long period 
credit are particularly great, since under the law not only 
they cannot mortgage or sell their lands but also their 
debts are not a liability on their estate after their death. 

There is thus a serious gap in the machinery for the 
supply of agricultural credit in rural areas. 
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CHAPTER VII. 

Investment habit in rural areas. 

66. We have so far looked at only one side of the prob- 
lem of banking for the rural areas. * Credit facilities can 
w ... be extended only if there is a constant 
and increasing supply of banking 
funds, and this can only come from the real savings of the 
people. Almost all the witnesses who gave evidence on the 
rural side of the problem were unanimous in the view that 
a large majority of the agriculturists had no savings to 
. invest. The holdings in all the three provinces are, for the 
larger part, uneconomic, and prima facie the majority of 
the agriculturists cannot, therefore, have the capacity to 
save out of their income from agriculture in normal years. 
But the agricultural crops are not the only source of income 
of the people, and the intensive surveys of the selected vil- 
lages show that quite a substantial amount of the net in- 
come of the people is drawn from sources other than 
agricultural crops. And though the results of inten- 
sive enquiries have convinced us that it is not possible for 
the majority of the people to have a surplus income from 
agriculture in normal years, it does not necessarily follow 
that the amount of savings by the minority of the people is 
in the aggregate insignificant. Within the limited time 
at our disposal, it has not been possible for us to analyse 
carefully the figures of income and expenditure, entered 
by the revenue staff for the residents of all the villages under 
investigation. But we have attempted to form an esti- 
mate of the exact volume of savings in 6 villages of 
Ajmer-Merwara and 10 villages of the Delhi Province. We 
have in the case of each individual taken into account his 
net income from all sources, his ordinary domestic expendi- 
ture and a fair allowance for necessary annual provision for 
extraordinary non-recurring expenditure on objects such 
as marriage, funeral ceremonies, etc., on the scale which, 
according to the statements of the villagers themselves, 
prevails in each village. Our investigations in 6 villages, 
of Ajmer-Merwara show that 201 families out of 662 
families may fairly be estimated to have a surplus income' 
of Rs. 26,426 a year or an average of Rs. 131-4 per family. 
Deducting interest on their net debt, the net surplus per 
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.family works out at Es. 29-8, which suggests that the total 
net surplus for rural families in A j mer-Merwara is in the 
neighbourhood of Es. 23,34.372 in a normal year. Simi- 
lar calculations for rural Delhi indicate Es. 30,77,620 as 
the volume of its rural savings. The relevant statistics 
.are given below : — 




Volume of savings in 6 villages of Ajmer-Merwara 


































Net surplus in 6 villages of Ajmer-Merward. 


Estimate 
of Net 
surplus in 
rural Ajmer- 
Merwara. 

128 

I . , 

£ t '■ • • 

CO 

CSJ 

fit I 

co * g 
*43 -Is •§ 

jg 

>m| CO ! 

cb 03 & 

w ® 00 s s 

Net 
surplus 
per family. 

® g s « 

.5 § S S .§ 

rt 

Interest 
at 12 per 
cent, on net 
debt. 

1 3 2 « | 

s § 8 S 

Q» ^ CO <M pH ■ 

” « © 

No. of 
families 
out of 

these having 
net debt. 

« -H *= *° ' 

0-1 2 

pH »H 

No. of fami- 
lies having 
surpluses. 

201 

i 

169 

17 

15 

Total 

No. of 
families. 

662 

553 

69 

40 

— 

. 
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Villages. 

No. of such 
families 
having debt. 

Amo ant 
of 

Debt. 



Rs. 

L Jhangola . . . . . ... 

10 

1,009 

2. Mahammadpnr Majri . . 

4 

22,542 

3. Nangloi Sayyad 

8 

3,425 

4. Deorala 

2 

4,973- 

5. Nangli Sakravti . . . . . 

.13 

7,994 

0. Bajpur Khurd 

22 

1,889' 

7. Shahpnr Jat 

49 

59,235 

8. Masjid Moth . 

22 

42,485 

9. Hauz Eani 

15 

1,910 

10. Silampur 

So 

20,495 

Total 

180 

1,65,957 


Net surplus in the 10 villages of Delhi. 


Total No. 
of 

Villages. 

Total No. 
of 

families. 

Total 

No. of 
families 
having 
surpluses. 

Total No. 
of indebted 
families 
out of 
these. 

Interest 
at 12 per 
cent, on 
gross 
debt. 

i 

Net sur- 
plus per 
family, i 

Net 
surplus 
per family 
having 
surplus. 

Net 

estimated 
surplus 
in rural 
Delhi. 





Rs. 

Rs. 

Rs. 

RS. 

10 

651 

229 

181 

28,432 

76-0 

216*04 

30,77,620 


Even these estimates are really under-estimates, for the 
annual provision made for extraordinary expenditure would, 
not be spent every year, but would accumulate up to the 
time when the occasion for such expenditure arises and 
should be available during the interval for investment in 
the banking system for a considerable period of time. 

67. Apart from these generalisations based on a limit- 
ed number of family budgets, we have other and more re- 
., , liable evidence of a considerable- 

amount of rural savings m the aggre- 
gate. Money-lending is not a specialised occupation con- 
fined to certain castes but is carried on by all sorts of 
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people, including widows, whenever they have the 
means to do so. A considerable portion of agricultural 
savings are utilised in this manner, and the agriculturists 
in these areas are in a specially favoured position as len- 
ders, as under the law regarding alienations of land the 
security of land is available to them, whereas the non- 
agriculturist money-lenders have to depend on the security 
of only crops or movables. We have already shown in 
Chapter VI that the amount of loans advanced by the 
agriculturist money-lenders aggregate to Bs. 20,74,196 in 
A j mer-Merwara, Es. 45,66,405 in Delhi Province, and that 
75 per cent, of the mortgage debt of the North-West Fron- 
tier Province, amounting to over Bs. 8,32,86,172, is due 
to agriculturists in addition to seasonal loans advanced 
by the zamindars to their tenants. We have also referred 
to the fact that the sale value per acre of land is increasing. 
Since the introduction of the Punjab Land Acquisition 
Act, no non-agriculturist can buy land ; and it must, there- 
fore, be presumed that, with the increase in the area of the 
land sold, an increasing amount of money is being invested 
by the bigger agriculturist in the purchase of land. The' 
value of house property also forms in the aggregate a sub- 
stantial amount as will be pointed out in a subsequent 
chapter. The general tenor of the evidence in each of 
these three provinces also points to the fact that one of the 
most favourite forms of investment of rural savings is pur- 
chase of gold and silver ornaments. 

68. How very large in the aggregate is the value of 
these gold ornaments is brought out strikingly by the 

following tables compiled from the 

bold and buyer. c % • , • * . * 

results of intensive survey m the 
selected villages of the three provinces : — 



iso 



* These are calculated on the basis of figures for 759 families (vide page 48) as similar figures for the remaining 14 7 families are not available. 
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Estimate of gold and silver with the rural population in the 
North- West Frontier Province. 



Total No. of 

Gold and 

Estimate of gold 

families of 

silver per 

and silver with the 

these villages. 

family. 

rural population. 


A-iT&Sc'. : V 1 

Es. 

7,678 

; 167*5 

629,10,734 


No. of 
villages 
taken. 


Es. 

12,86,049 


It is interesting to note that in these villages of the 
North-West Frontier Province the amount of gold and 
silver per family exceeds both the gross and net debt 
per family of proprietors, cultivators and landless 
labourers. 

69. It is plain that a very large amount of rural savings 
is at present invested in forms which cannot but be re- 
„ .... garded as uneconomic. Purchase of 

gold and. silver ornaments leads to no 
economic gain. It only results in loss by wear and tear. 
The bullion dealers in Beawar estimated that silver orna- 


ments lose their value by about 1 /16th every year and that 
■gold ornaments depreciate in the ratio of 16 : 14 in a decade. 
Investment in house property is uneconomic for those who 
have any debts to pay, for the interest on the debt ordinarily 
■exceeds the commercial rent which they will have to pay for 
house accommodation. Mortgage with possession is only a 
half way house to purchase of land, and does eventually lead 
to it. And all accounts agree that investment in land at its 
present inflated values does not yield to the owner more 
than 2-} to 4 per cent, per annum. Detailed enquiries as 
to the net return from land were made in the village of 
iRajiawas, in Beawar, and in the village of Sahibabad 
Daulatpur, in the Delhi Province, and these enquiries only 
confirmed the general trend of the evidence on the subject. 
The results of intensive survey in 20 villages also corrobo- 
rate the fact that the cultivation of agricultural crops at 
the present inflated values of land is not at all a paying 
industry (vide pages 136-140). Apart from the extra- 
vagant expenditure on marriages, litigation, etc., which 
undoubtedly exists in a certain number of cases, the savings 
of the rural population are at present directed to forms 
which militate against the increase of banking funds in the 
rural areas. The problem is not merely an economic one but 
a social one at bottom, for the lure of gold is rooted in social 
customs and laws of inheritance. The rural areas cannot 
always depend on urban savings. With the growth of 
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industry in urban areas there will be an increasing demand 
on the urban population to supply the necessary capital 
for large industries. But throughout the course of our 
enquiry we found a very inadequate appreciation on the 
part of even intelligent and highly educated witnesses of 
the basic fact that the growth of banking is impossible 
without the growth of savings. We feel that all well- 
wishers of the agriculturists must lay much more stress 
upon this cardinal fact than has been done so far, and 
suggest that a determined campaign in favour of thrift 
and economy in the rural areas should be led by all agencies 
of social reform, particularly the co-operative movement. 

70. It is sometimes believed that a portion of spare 
money in the country goes underground, but the replies that 

H we have received to our questionnaire 

on this subject show that the habit of 
hoarding is not at all common. It is true that any one 
burying his money does not publish the fact, but with the 
security of life and property which the country has been 
enjoying the habit appears to be dying out. 

71. The organised institutions in existence for the en- 
couragement of the investment habit in rural areas are the 

post office and co-operative societies. 
of^ r nve”tment. instit ' Itions ery little rural savings appear to be 

invested in banks, there being no 
branches of joint stock banks or the Imperial Bank of India 
except at the seats of the Administrations and in some of 
the larger towns in the North-West Frontier Province. 
Investment in life insurance or in stocks and shares is 
almost unknown to the average agriculturist; nor are there 
any investment trusts in these areas. 

72. The table below shows the total amount of deposits, 
withdrawals and the excess of deposits over withdrawals 

mi „ in the rural post office savings banks 

The Post Office. ^ ^ during 192 gJ). 


Horth-West Frontier Province # 

Ajmer-Merwara 

Delhi § . . * . 


Deposits. 


Rs. 

.15,41,324 
3,26,1 34 f 
57,466 


Withdrawals. 


Rs. 

9,30,244 

2,02,476f 

55,719 


Excess, of, ■ 
deposits over 
withdrawals. „ v 
Rs. 

6,30,980 

1,24,258 

1,747 


* For 86 Post office savings' •hanfes : :exclndpig. .those in Peshawar .(city^aiMp cahttmmenth^Abtdtta*' 
bad. Baripur, Nawanshahr. JDera Ismail Khan. Banna, Nowshera, Kohat, Martian, Thai 
Baffa, luilaclii. Tank. Chssada, Xakki Marwat, Cbcrat, Jamruti, Risalpur and Tangl. 
t For the whole of Ajmer-Merwara excluding Ajmer. Beawar and Nasirafoad. 

% For only Bhilwara. Bijainagar, Gulabpura, Kaisscrganj. Kekri, Kishangarh, Madanganj, 
Sarwar. Pnslikar, Shahpur Itai, Badanwara, The total deposits in these amounted to 2,87,047* 

. . § For only Mahranli, Najafgarh and Shandaraiy;:. t/ry-pyyXrvy, ... 

.BANKCOM. F 







The replies that we have received to our main ques- 
tionnaire as well as to our special questionnaire for postal 
officials indicate that a very small proportion of rural 
savings are deposited in the post office due probably to the 
fact that the rate of interest, viz., 3 per cent., on savings' 
bank deposits and 5| per cent, (compound interest) on cash 
certificates offered by the Post Office does not appeal to> 
the agriculturist who is accustomed to receive and 
pay a very much higher rate. Moreover the rules 
of the Post Office, though simple enough for a lite- 
rate person, are probably difficult for an illiterate depositor 
to understand or to follow. Generally speaking, only 
literate classes having fixed monthly incomes, e.g., em- 
ployees in Government and other offices, who have not 
required leisure for money-lending or petty trade, resort to 
these methods of investment. 

73. Post offices doing savings bank business undertake 

to purchase on behalf of depositors Government securities 
„ t ,, ... up to the value of Bs. 5,000 in a vear 

oveinme.i ecuri les. g^jg^ £ 0 a ]j m it of Rs. 22,500 for each 

investor, and also undertake their safe custody and sale. 
The interest on the securities so purchased is exempt from 
income-tax so long as they remain in the custody of the post 
office, and no fee, commission or brokerage of" any kind is 
charged for their purchase, sale or safe custody. These 
facilities, however, are not availed of to any appreciable 
extent by the rural population. 

74. In our chapter on co-operation we have given some 

statistics showing the extent of rural deposits in co-opera- 
nt .. 0 . .. tive societies. These are very small 

at present. JN either the investment 
habit nor the co-operative spirit has developed sufficiently 
among members to make them loyal to their society or to 
lead, them to keep their deposits with it, instead of invest- 
ing it in uneconomic Ways. 


CHAPTER VIII. 

Causes of rural indebtedness 

AND 

its General Remedies. 

75. We are now in a position to form an idea as to tile 
causes of rural indebtedness in the three Centrally Ad- 
_ , , ministered Areas. The extensive sur- 

vey oi the indebtedness of the cultiva- 
tors in 511 villages of Ajmer-Merwara and the intensive 
survey of selected villages both in Delhi and the North- 
West Frontier Province indicate that the bulk of the 
amount borrowed is either for productive or for necessary 
purposes and that the only items which, apart from interest 
on old debts, admit of some reduction under pressure of 
social reform or under the influence of the co-operative 
movement, are expenses on marriage and social ceremonies. 
The relevant statistics taken from the intensive surveys 
have already been given on pages 70 — 77 ; and the results of 
the extensive survey in Aimer-Merwara are summarised 
below : — 


-Productive purposes — 

(1) Seed and manure 

(2) llent and land revenue 

•(3) Payment of wages to labourers 

(4) Sinking of wells and agricultural improvements 
<5) Purchase of land and bringing fallow land 
under cultivation . , 

(6) Improved agricultural implements . 

(7) Purchase of cattle . 

(8) Trade . . . . . 


II. — Unproductive but necessary purposes — 

(1) Repayment of earlier debts and 

thereon . . . . 

(2) Construction of Houses 

(3) Famine and other kind of distress . 

(4) Education of children 


interest 


Bs, 

30 , 40,645 

50,177 

61,272 

7 , 08,198 

6 , 83,729 
1,230 
17 , 04,768 
1 , 42,808 

63 , 92,827 


56,08,944 

1,42,868 

14,81,473 

6,295 

72,39,580 


III.— Unproductive and at least partly unnecessary or undesirable purposes— 

(1) Marriage and social ceremonies . . • 59,58,247 

(2) Litigation . ‘ • • 1,44,522 


61,02,769 


136 


In the face of these figures it is not possible to make" 
the general statement that the major cause of the indebted- 
ness of the agriculturist is his extravagance or his habit of 
indulging in social expenditure on marriages, ceremonies 
and litigation much beyond his means. But if it is safe to 
generalize on the basis of intensive surveys in a few villages 
in each province, half the total debt in Delhi and more than, 
half the debt in the North-West Frontier Province is due 
by the agriculturist whose holdings are more than 10 acres- 
in size. In the case of these men, the two major causes of 
indebtedness appear to be their extravagance and their un- 
economic investment of their surplus money in normal 
years. Occasionally, bad years no doubt account for their 
borrowing for unproductive but necessary purposes; but 
they are certainly in a position to lay by something for the 
rainy day during years of prosperity if only they have the 
will and the sense to do so, and even if they are obliged 
to borrow for productive purposes every year, that cannot 
be a permanent cause of their indebtedness since in normal 
years the crop loans can easily be paid off out of the gross 
proceeds of the harvest. 

76. The case of those whose holdings are below 10 acres 
stands on a different footing altogether. Our intensive 
enquiries in these Areas raise grave 
j^gricuit™ a payiag doubts whether, under the present con- 
w U3 _ ry ‘ ditions of farming, the cultivation of 

agricultural crops in these Areas is a paying industry at 
all. The following figures sum up the position of this in- 
dustry in 14 villages selected for intensive survey in Delhi, 
20 villages in Ajmer-Merwara, and 12 villages in the- 
North-West Frontier Province : — 


Ajmer-Merwara . 

Is agriculture a paying industry ? 


137 



* Rounded off to the nearest hundred, 
t Includes depreciation of bulioefcs. 




North-West Frontier Province, 


139 




140 


It is plain that in quite a large number of cases it will 
be a paying proposition for the agriculturist to sell his land, 
invest the proceeds in co-operative banks and be a landless 
labourer on even 5 annas a day. The year for which the 
income from agricultural crops has been taken in these in- 
vestigations is either an average year or above' the average 
in point of crop yield, and if this be the net return from 
agricultural crops in such years the position in a year of 
scarcity must be decidedly worse. 

How serious must have been the position in the Delhi 
Province for these small agriculturists can easily be judged 
from the frequent suspensions of large amounts of land 
revenue since the last settlement (1900-9) . We are indebted 
to the Revenue Assistant, Delhi, for the following figures 
for remission or suspension of land revenue: — 


Kharif 

....... . . 1911 

Rs. 

5,149 

Kharif 

1913 

12,192 

Babi 

1914 

18,996 

Babi 

... . . 1916 

9,182 

Kharif 

1917 

9,990 

Babi 

1918 

6,841 

Kharif 

1918 

66,974 

Babi 

. . . 1919 

32,402 

Babi 

1921 

15,006 

Kharif 

1928 

60,639 

Babi 

1929 

31.288 


In these circumstances even productive loans for crop 
purposes cannot be repaid out of the produce of the harvest 
and must tend to be merged in old debts. Quite a substan- 
tial number of persons in these provinces cannot, therefore, 
be helped by mere credit facilities or even credit control so 
long as the root cause, namely, the unsound economic condi- 
tions of agriculture in these Areas, continues. 

77. Under economic conditions such as these, it is 
ruinous for a man to borrow even at the rate of interest 
charged by the co-operative societies in 
Borrowing for purchase order to purchase or redeem land: and 
land is uneconomic. mans lor this purpose are no better 
than unproductive loans. At the pre- 
sent inflated values of land it is uneconomic even for the 
bigger agriculturist to invest his savings in the purchase of 
more land; and yet the greater part of the saving in normal 
years of the substantial agriculturists is invested 1 in pur- 
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Purchase of ornaments. 


chasing or mortgaging more land and' not. in forms that 
will increase the productivity of the land in their posses- 
sion, or that will increase their income from other sources. 
Few seem to realize that under the present conditions in- 
vestment in the purchase of land in a luxury which only 
the rich can afford. 

78. Another form of uneconomic investment by the rural 
classes is the purchase of gold and silver ornaments. The 

figures given in the chapter on invest- 
ment habit in rural areas prove conclu- 
sively that a large portion of the agriculturist debt could be 
wiped off if he only mobilized his savings now locked up in 
barren gold and silver. 

79. It is also to be remembered that quite a large 
number of agriculturists seem to invest in house property 

investment in house beyond their means. I he figures 
property. given below show how substantial are 

the amounts invested in this form compared to the net debt 
per rural family particularly in Delhi 

I. 

House Property in rural Delhi. 

( 2 ) ( 3 ) ( 4 ) 

Total No. of Tota , yalue of House property 

families h . per family 

owning houses. house V^-peviy. owning it. 

Rs. Rs. 

874 5 , 25,246 600*9 

II. 

( House Property) in A jmer-Merwara. 

( 1 ) ( 2 ) ( 3 )' ( 4 ) 

No. of villages Total value of House property House property 

taken. house property. per family. per person. 

Rs. Rs. Rs- 

20 0 , 12,436 288*5 63*2 

80. Apart from these economic causes, the indebtedness 
of the agriculturists is due in no small measure to their 

indebtedness a psycho- chaiacter. Few of them seem to lea- 
logicai problem. lize that a loan is repayable. Fewer 

still among the indebted families consider that debt is not 
an inevitable incident of life or are prepared to make an 
honest effort to cast off the load of debt. Almost none 
appreciates an honest creditor if he is strict in recovery. 
A higher rate of interest with reduction at the time of 
settlement or frequent renewals and compromises is pre- 


ID 

No, of villages 
taken. 


14 


( 5 ) 

House property 
per family. 

Rs. 

575*1 
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ferred by them to a low rate of interest with insistence on 
punctual repayment and full recovery. 

81. This brief examination of the causes of indebtedness 
suggests the general nature of the remedies required. The 
bigger agriculturists needs credit con- 
mSSons. and rec ° m " tr °l rather than credit facilities, 
except for repaying old debts, and 
must be educated to invest his savings in better forms of 
investments, and to augment the volume of savings in rural 
areas. The smaller agriculturist who has an economic 
holding requires extension of cheap credit facilities parti- 
cularly for productive purposes. For those whose hold- 
ings are either too small or too scattered, there are only 
three possible solutions. Firstly, long period credit facili- 
ties may be provided for such of them as go in for con- 
solidation of holdings and subsidiary industries, provided! 
that the Agricultural Department can show by experi- 
ments on a commercial scale that if more money is sunk in 
capital improvements on such consolidated holdings it will 
be an economic proposition, taking into account the fact 
that repayment of the loan must be made within a rea- 
sonable period of say 20 to 30 years. The Committee has 
had no evidence f rom the officers in the Agricultural Depart- 
ment to show the extent to which such a solution would be 
feasible. Secondly, the small holder in Delhi and Ajmer- 
Merwara may be induced to sell his land and be given, under 
suitable safeguards, additional credit facilities for migrat- 
ing to other provinces and buying land on newly opened 
canals in other provinces. This will require inter-provin- 
cial co-operation or the intervention of the Government of 
India. Thirdly, such agriculturists might be persuaded 
to leave the land which under the existing conditions is an 
uneconomic investment for them and to invest the proceeds 
in more paying investments. The intensive surveys clearly 
show that quite an appreciable number of indebted agri- 
culturists would be gainers substantially if they adopted 
this course and became wage earners on even 5 annas a day, 
but it is very doubtful if this plan would be popular or even 
feasible on a large scale in actual practice. The Agricul- 
tural Officer, Peshawar, summed up his solution of the 
agricultural problem in the North-West Frontier Province 
as follows — “ First of all take away those who are endeav- 
ouring to farm without capital. It would be better for them 
to work as labourers at 10 annas a day rather than farm 




without capital. Another solution so far as I can see is 
that those holding comparatively small areas, say 50 acres, 
should farm themselves and employ those who cannot make 
a living. A certain amount of farming should be done bv 
those owning 50 or more than 50 acres.” 

We feel that it is very necessary to realize these severe 
limitations on what credit or banking facilities can do to 
help the small peasant proprietor and cultivator in the 
Centrally Administered Areas. We, therefore, recom- 
mend that — 

(i) Intensive experiments be made by the Agricultural 
Department on a commercial basis on an average 
consolidated holding of different types of land 
in different parts of the province, with a view to 
guide the credit institutions in the matter of 
giving credit facilities for capital improvements 
on consolidated holdings and for starting sub- 
sidiary industries. 

(ii) The possibility of securing, for the agriculturist 
in Delhi and Ajmer-Merwara, economic hold- 
ings by migration to other provinces should be 
fully explored by the Government of India, and 
in case this is found feasible, necessary credit 
facilities for the purchase of land on newly 
opened canals in other provinces should be given 
partly by Government and partly by a land 
mortgage bank. 

(m) In Ajmer-Merwara and Delhi, the discretion 
vested in the executive authority under the 
Land Alienation Act or Regulations to give 
permission to agriculturists to sell their land 
should be more freely exercised, subject to the 
right of pre-emption in favour of members of 
agricultural tribes who cultivate the land them- 
selves, provided the applicant can get a price 
which is not less than 20 times the annual net 
return from the land and provided that after 
discharging his debt he agrees to invest, for at 
least ten years, the proceeds in investments 
approved by the Collector. 

We are not in favour of extending the last recommen- 
dation to the North-West Frontier Province as we feel that 
in view of the peculiar conditions of the province no useful 
purpose will be served by it. 
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CHAPTEB IX. 


Village Money Lenders. 

82. In the preceding chapters we have already remarked 
that money-lending in the villages is not a special occu- 
pation of a few individuals or commu- 
Money-iendiug not a nities. that agriculturists as well as 
non-agriculturists indulge m it, that 
private creditors, agriculturists and non-agriculturists 
are the major source of borrowing in the rural areas, and 
that quite a considerable portion of the total amount 
lent in rural areas is due to agriculturist creditors in 
the North-West Frontier Province and Delhi. The in- 
tensive surveys in Delhi as well as in Ajmer-Merwara show 
that the mahajans or the banias form only 15'3 per cent, 
of the total money-lending families in rural Delhi and 
only 211 per cent, of the money-lenders in the villages of 
Ajmer-Merwara. The detailed distribution of the money- 
lending families in the selected villages is as follows : — 


Delhi. 

‘Number of families doing money-lending in the villages 
selected for intensive survey. 


, Serial No. Village. Mahajans. 

Zainindars. Others. 

Total. 

1. 

Nangloi Sayad 

1 


1 

% 

Shah'pur Jat . 

5 

13 2 

20 

3. 

Deoral a 


1 

1 

4. 

Nagli Sakravti 


5 

5 

•5. 

Jonapnr 


... 


6 . 

Haxiz Rani 


17 

17 

7. 

Jh angola 



... 

8. 

Moha m m a d p u r 





Majri . 


10 

10 

9. 

Dallupura 


1 

1 

10. 

Raj pur Khurd 


3 ... 

3 

11. 

Masjid Moth . .... 


1 

1 

12. 

Silaiupur 


... 

... 

13. 

Jafarpur Kalan 


18 

18 

14. 

Akbarpur Majra 

7 

1 

8 


Total 

13 

70 2 

85 



145 


Ajmer-Merwara. 

Mone^U,, f«iU°sJn ^es seU.U for — 



• "Eluding tndhajmo^ of ]and ’ “ ^ - fchfl 

In the 16 villages selected for a total 

North-West Frontier Pr ° v 'f t ^ only ^3 are Hindu shop^ 
of 10,482 have lent money , of detailed distribution of 

"a S es . — 


I 

; 




! 


■M 


■r : 


■■■■■■• ■ 
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Percentage of shopkeepers who do money-lending to the total money-lending families is 26*9, 
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Among the communities that are engaged in money-lend- 
ing on a wide scale are Banias (A garwals, Vaishs and 
Jains), Khatris, Jats, Gujars and Muslims in the Delhi 
Province; Mahajans, Rawats, Gujars , Raj-puts, Jats, 
Regars, Cheetals, Desvalis, (Khanpura and Untra), and 
Pathan (Gugwana) in Ajmer-Merwara ; Atoms and 
Khatris in the North-West Frontier Province. To these 
must be added the bigger agriculturist in the North-West 
Frontier Province, though in dealing with that province 
it should be borne in mind that the term money-lender is a 
term of reproach among the Muslims living in the rural 
-areas and that lending on mortgages with possession is not 
considered to be money-lending at all according to the 
common notions prevailing there. 

83. The term money-lender is, however, often applied in 
a restricted sense to only non-agriculturist money-lenders 
who have been lending money for 
mon™iSders. bankers ^ several generations, particularly 
those who are known in the various 
provinces as banias or mahajans , At the census of 1921 
the number of actual workers, who in respect of their prin- 
cipal occupation were classed as “Bank Managers, 
Money-lenders, Exchange Brokers, Insurance Agents, 
Money-changers ”, was 1,768 in the North-West Frontier 
Province, 1,305 in the Province of Delhi and 402 in the 
Province of Ajmer-Merwara, Of these 83 were partial 
.agriculturists in the North-West Frontier Province, 40 in 
the Province of Delhi and 26 in Ajmer-Merwara. The 
census returns do not give separate figures for the rural 
and the urban areas of these provinces, but the income- 
tax figures show that very few of the money-lenders living 
in the rural areas pay income-tax. The number of rural 
•assessees in this class in the district of Peshawar was only 
128 in 1926-27, 143 in 1927-28 and 118 in 1928-29 while 
the income-tax paid by this class was only Rs. 11,749 in 
1926-27, Rs. 12,997 in 1927-28, and Rs. 15,911 in 1928-29*. 

In Dera Ismail Khan and Bannu Districts, the rural 
assessees in this class were only 117 in number in 1926-27, 
159 in 1927-28, and 154 in 1928-29; while the total amount 
-of income-tax paid bv them was Rs. 12,469 in 1926-27, 
Rs. 13,563 in 1927-28 and Rs. 16,330 in 1928-29. We 
have no information as to the number 1 of rural money- 
lenders assessed to income-tax in the districts of Hazara 
and Kohat, hut the total amount of income-tax paid by 
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them in the Hazara district is shown as Rs. 17,471 in 
1926-27, Rs. 17,131 in 1927-28, and Rs. 22,037 in 1928- 
29, while in Kohat, the corresponding figures are Rs. 1.408 
in 1926-27, Rs. 1,281 in 1927-28, and Rs. 1,760 in 1928-29. 

For the rural areas of Ajmer-Merwara and Delhi, the- 
necessary information as regards the number of bankers 
and money-lenders, the estimated interest earned by them 
and the amount of income-tax paid by them is contained 
in the following statements supplied by the Income-Tax: 
Department : — 



Rural Areas — Delhi. 
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These figures show that the vast majority of these non- 
agriculturist money-lenders in the rural areas are small 
men earning less than the assessable income under the 
Income Tax Act. 

84. In paragraph 25 of the chapter on rural indebted- 
ness we have already brought out the fact that the most 
heavily indebted among the families of 
P° sition of the rural areas are the indebted 
mahajans. The economic position of 
the individuals in this class is revealed more fully by the 
results of the intensive enquiries. In the .1.4 villages selected 
for intensive surveys in Delhi there are only 14 mahajans ; 
and of these the income of four from money-lending, esti- 
mated even at. stipulated rates of interest, is substantially 
less than their income from other sources; one family derives 
nearly as much income from other sources as from money- 
lending; three others earn from other sources 50 per cent, 
or more than 50 per cent, of their income from money- 
lending; and only two have money-lending as their only 
source of livelihood. During the year under investigation 
5 of these 14 families had a deficit, i.e., their net income 
was less than their domestic expenditure ; 5 actually culti- 
vated land; and six of them were indebted. for varying 
amounts ranging between Rs. 100 to Rs. 2,000; one was in- 
debted to the extent of 81 per cent, of his assets, two were 
indebted to the extent of more than 25 per cent, of their 
assets and three to the extent of less than 10 per cent, 
of their assets. Detail for each of these mahajan 
families are given below for convenience of reference:— 
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Similar analysis of the mahajans in the villages selec- 
ted for intensive survey for Ajmer-Merwara confirms the 
opinion expressed by the Extra Assistant Commissioner, 
Merwara, “ that the money-lenders in the villages are not 
in a better position than their clients, that is the agri- 
culturists ”, as the following figures will show: — 



Ajmer-Merwara. 

Abstract-. — Economic position of the Mahajans in nine of the villages selected for intensive 
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■Economic position of mahajans in the selected villages of Ajmer-Merwara. 
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85. In all the three Provinces, the non -agricultural 
village money-lender big or small, ordinarily combines 
Functions of the village several functions. He lends money, 
'money-lender. sells the daily necessary supplies 

such as cloth, grocery, etc., buys the village produce for 
:sale outside, and sometimes acts as a commission agent 
for marketing his client’s produce. He is sometimes a 
land-owner by purchase, and not unoften is actually a 
farming proprietor or a cultivator. 

The working capital of his business is partly his own and 
partly borrowed. He does not obtain any appreciable 
His working capital. funds by means of deposits ; but he 
■does borrow from city money-lenders, though his credit 
in the city has ceased to exist so far as the indigenous 
banker in Ajmer-Merwara is concerned, and is said to be 
steadily declining elsewhere. He is obliged at times to 
refuse accommodation to the agriculturists partly because 
of the insufficiency of his capital and partly because he 
considers the security offered by them as unacceptable. 
None-the-less, he occupies among the rural creditors the 
first place in Ajmer-Merwara, and the second place in 
Delhi and North-West Frontier Province. Almost every- 
where, the agriculturist prefers the bania to Government, 
and in some cases even to the co-operative credit socie- 
ties, in spite of the fact that his stipulated rates of interest 
are higher. He lends on all sorts of securities, on mort- 
gage of property, on the security of cattle or standing 
crops, on personal surety of a neighbour, or on the person- 
al credit of a borrower. He finances his customer in "all 
his undertakings, and lends money for every affair in life, 
for birth, death, or marriage in the family. Apart from 
mortgage deeds, he relies for proof of his dues on bonds 
■or accounts in his bahis. The bonds contain particulars 
of the amount, the purpose, the period, the rate of inter- 
est, and names of sureties and witnesses. The bahis show 
the details of the amount lent, the rate at which interest 
is calculated, and debits and credits on different dates. 
Smaller money-lenders have nothing more than a scrap 
note-book in which they jot down a few details or a loose 
"bundle of bonds and decrees, on the back of which entries 
are made of the amounts paid by the borrowers. But the 
more substantial among them maintain both a roznamcha 
{ the daily account book) and a ledger ( khata ). 
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86. We were told in A j mer-Mer wara by the Registrar’ 
of Co-operative Societies that the business of the mahajans 
Present condition of was gradually declining because of 
mafiaj <m's business. the competition of the co-operative 

societies, but the results of our intensive and extensive 
surveys which we have discussed elsewhere clearly show 
that he is still the principal source of borrowing in the 
rural areas of Ajmer-Merwara. Rut the list of bankers 
and money-lenders who have been declared insolvent since 
1920, for which we are indebted to the District Judge in 
Ajmer-Merwara makes rather ominous reading, for as 
many as 40 out of 65 bankers and money-lenders, who have 
been declared insolvent, are mahajans. Obviously this 
class in Ajmer-Merwara is getting involved in financial 
embarrassment. 

The situation in Delhi appears to be distinctly worse. 
The officials of the Income-Tax Department, Delhi, report 
that there is a marked tendency among the village money- 
lenders to withdraw their money from the villages and re- 
invest it in the city, and the Inspector of Co-operative 
Credit Societies who was asked to undertake a special en- 
quiry on this point has supplied us with statistics showing 
that 51 village non-agriculturist money-lenders have 
stopped their dealings with borrowers since 1920 , the total 
existing number in the rural areas of the province being 
only 170. 

In the North-West Frontier Province there is no dis- 
tinct class corresponding to mahajans, but all Hindus who 
do any money-lending are indiscriminately considered to 
be belonging to the class of professional money-lenders. 
It is difficult to say whether the existing depression in the 
position of this class is due to the unprofitableness of their 
money-lending business or to the general depression in 
trade. But the list of insolvents since 1920 from various 
districts shows that this class, which is identified with pro- 
fessional money-lenders, has been in serious difficulties 
since 1920. Eight firms have been declared insolvent in 
the Bannu district, 13 in the Hazara district and 22 in 
the Peshawar district and as many as 70 in the district of 
Dera Ismail Khan. A yy : 

87. As to the methods of business of this class we have 
had rather conflicting evidence. On the one hand, some 

.BANK COM. Q 
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of the officials of the Co-operative Department and some 
witnesses from the urban areas said 
business. 0 ' 1 ’ s methods of some very harsh things about the vil- 
lage bania : that his transactions on the 
whole were unconscionable, that he charged exorbitant rates 
of interest, that he manipulated accounts to his own 
advantage and that he encouraged improvidence by lend- 
ing for unproductive and wasteful purposes. On the 
other hand our interviews with the villagers showed that 
the relations between the debtors and the borrowers were 
on the whole cordial and that the money-lenders’ clients 
did not doubt the correctness of their accounts. Even in 
the North-West Frontier Province where the urban wit- 
nesses complained most against the non-agriculturist 
Hindu money-lenders in the villages, the evidence of wit- 
nesses like Nawab Sir Dost Mohammad showed that the 
complaints against the big money-lenders had no founda- 
tion in fact, that relations between even the village bania 
and his clients were on the whole harmonious, and that 
the Hindu money-lenders and shop-keepers inspired suffi- 
cient confidence to be trusted with the keeping of even the 
private accounts of big zamindars. And Mr. Brown, the 
Agricultural Officer, speaking from his 19 years’ intimate 
knowledge of village life, maintained that the money- 
lender was a veritable cog in the wheel of life in the 
village, that without his aid agricultural operations would 
almost cease, that he granted loans on terms that no banks 
would consider: that he was truly a friend in need in the 
village life as it now existed in the community where 
business was carried on by barter rather than by circulation 
of money; that there Avas no prejudice against him beyond 
that wliich every borrower everywhere felt towards his 
creditor; and that he did make distinction in the rate 
of interest between loans for productive and unproductive 
purposes. Even those who complained against him most 
acknowledged that he knew his clients intimately, that he 
asked no inconvenient questions, had no fixed business 
hours, did not insist on rigid recovery so long as he felt 
his money to be safe, and was prepared to accommodate 
his clients to- the best of his ability. The general im- 
pression left on our mind is that he is regarded as an in- 
dispensable factor in the rural economy, that barring a 
few black-sheep among them he is generally . trusted by 
the community whom he serves, and that he will do w r ell to 
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remove the suspicion that exists against his accounts in 
some quarters by having his accounts properly audited, 
whenever the state of his business justifies it. 

On the other hand spokesmen and friends of money- 
lenders complained that he had been deprived by the Land 
Alienation Act of his ultimate security for realising his 
debts, that the cost of litigation wiped off his profits, 
that the amount actually realised by way of interest was 
much below the stipulated rate of interest, that execution 
proceedings were dilatory and that he encountered innu- 
merable difficulties in realising his dues. They maintain- 
ed that if the honest creditor was protected by law as 
much as the honest debtor, the stipulated rates of interest 
would come down in no time. We have already said 
enough in the chapter on the rates of interest to indicate 
how far the complaints against the existing system, which 
permits wide differences between the stipulated rates of 
interest and the rates actually realised, are justified. 

88. It is necessary at this stage to recall to mind the 
main deficiencies in the existing system of agricultural 
credit with a view to appreciate the 
indnqtrv' for agricultaral reasons for the proposals which we 
have outlined below. 

Firstly, the agricultural industry needs for cultivation 
purposes essentially short period loans at a time of the 
year when there is generally slackness in trade and 
industry, when the big shroffs are anxious to find suitable 
investments for their funds even at 5 per cent, and when 
even the Imperial Bank of India can afford to lend freely 
at very cheap rates of interest. 

Secondly, the honest village money-lender, who is one 
of the principal sources of supply of funds to the agricul- 
tural industry, is suffering at present from insufficiency 
of capital and financial embarrassment due to difficulties 
of recovery. He has at present absolutely no point of 
contact with joint stock banks of the country and is not 
looked upon as a very desirable client even by the indige- 
nous shroff owing to the risks involved in lending money 
to the agriculturist. 

Thirdly, the existing wide differences between stipula- 
ted rates of interest and actually realised rates of interest 
are fair neither, to the honest creditor nor to the honest 
borrower, inasmuch as the honest borrower is compelled to 


pay a much higher rate of interest than he should and 
the honest creditor finds himself cheated even of the capi- 
tal invested by him. 

Fourthly, there exists i ! n some quarters a suspicion 
against the system of account keeping of the whole class 
of the village money-lenders on account of the questionable 
methods adopted by some of the unscrupulous men among 
this class. 

89. In order to remove these defects some system of 
regulation is urgently necessary ; but we do not consider it 
practicable or even desirable to attempt 
turai 8 oredir ° f agr!ci11 ' to regulate the business of every person 
who does any money-lending,' as this 
will create not only serious administrative difficulties in 
the enforcement of legislation but will also squeeze out 
the small money-lender and so remove the healthy influ- 
ence of competition in this business. It will, moreover, 
create a wide-spread suspicion among the very people 
whose fullest co-operation we consider essential for the 
success of any measure of reform. y 

In our opinion, the best way to meet these difficulties 
is to increase the competition of honest creditors by con- 
ferring upon them a privileged position in the matter of 
recovery as a compensation for certain definite obligations 
imposed upon them, and to facilitate the creation of short 
period agricultural paper to be discounted by bankers and 
banks and rediscounted by the Imperial Bank of India, 
or by the Reserve Bank when it is established. We, there- 
fore, recommend that an attempt should be made to create 
a class of licensed money-lenders on some such conditions 
as the following : — : 

(?) Every licensed money-lender shall either keep 
• accounts in the form prescribed by the licensing 
authority and have them audited at intervals of 
not more than two years by a qualified auditor, 
or a person on the approved list sanctioned by 
the licensing authority, and shall, on demand by 
the borrower, furnish him with a statement of 
accounts from the date of the last statement, 
not oftener than once in six months 
\ Or 

agree to make payments to ail his debtors 
through the post office, or a joint stock bank. 
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or a co-operative central bank, or a licensed 
indigenous shroff notified by the licensing- 
board, and receive all payments from his deb- 
tors through the same agency. 

(ii) All crop loans granted by a licensed money- 
lender to persons other than members of co- 
operative societies within the limit notified in 
each case by the Department of Agriculture 
from time to time, shall be recoverable as a 
charge upon the crop at the next harvest, or 
in case of remission or suspension of land 
revenue by Government, at the harvest next 
Jitter that, provided that he charges interest 
at a rate less than the lending rate of the near- 
est co-operative society; and shall be subject to 
protection similar to that afforded in Section 
11 of the English Agriculturists’ Credit Act 
1928 to a charge in favour of an approved 
bank, so that if, with intent to defraud, any 
farmer who has taken a crop loan and fails 
to comply with, the obligations imposed or re- 
moves or suffers to be removed from his hold- 
ing the property subject to the charge, he shall 
be liable to suitable penal' action somewhat on 
the lines of the English Agriculturists’ Credit 
Act, ,1928. 

(Hi) In transactions other than crop Joans, the 
licensed money-lender /will be entitled to be 
awarded by law courts, the stipulated rate of 
interest from the date of the transaction to the 
date of the actual realisation of his dues sub- 
ject to the following conditions: — 

(а) that the court shall declare the decree as satis- 

fied in full when the licensed money-lender 
has actually realised his principal and in- 
terest at 12 per cent, per annum on mort- 
gage debt and 18 per cent, per annum on un- 
secured debt from the date of the transac- 
tion, provided the stipulated rate of interest 
exceeds the above-mentioned rates, other- 
wise the stipulated rate of interest only will 
be payable; 

(б) that no evidence of payment by the judgment 

debtor after the decree shall be admissible 
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in execution proceeding against the licensed 
money-lender except when payment is made 
through the court or on a receipt signed by 
the creditor and filed in the court within the 
period of limitation, or through the post 
office on a special form for payment of de- 
cretal amount drawn up so as to show the 
minimum necessary particulars, or by cheque 
on a registered bank, or through the vakil 
of the party to whom payment is made. 

( in ) All debts of the licensed money-lender shall 
have priority in the matter of repayment to 
any subsequent loans from other creditors 
whether on mortgage security or otherwise. 

(v) The licensed money-lender shall have the right, 
to object to an award by a Registrar of Co- 
operative Societies on the ground that he had 
given notice to the co-operative credit society 
of the amount owed by the borrower to him, 
and on such an allegation being proved, the 
court shall not give any priority in the matter 
of execution to the award of the Registrar over 
the 'previous debts of the licensed mahajan. 

(vi) No co-operative credit society shall admit a debtor 
of a licensed mahajan to its membership, except 
on probation, and shall not advance him any 
sum of money as a loan except after arranging 
for the repayment of the licensed mahajan’ s 
dues in instalments within the period of pro- 
bation, and shall expel him from the society 
in case he makes any default in payment of 
the instalments fixed. 

Our colleague, Lala Bal Kishen, objects to giving the 
licensed money-lender priority for all his debts, even over 
the subsequent secured debts of other creditors, or any 
power to object to the award of the Registrar of Co-opera- 
tive Societies. 

90. The licensing authority shall be constituted as 

Licensing Authority. follows .' 

(a) A Revenue Officer not below the rank of a Tehsil- 
dar, nominated by the Local Government for 
, each Tebsil — Chairman. 
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( b ) The Khan of the village in the North-West 

Frontier Province, or a lumbar dar of the vil- 
lage who is not indebted to the licensed maJiajan , 
to be nominated by the Local Government. 

(c) A zemindar not being a member of the co-opera- 

tive credit society, elected by the zemindars of 
the village from among persons who are not in- 
debted to the licensed money-lender. 

(d) An elected representative of the licensed money- 

lenders of the Province. 

(e) An indigenous shroff elected by the association of 

indigenous shroffs if any, or in the absence of 
any such association, nominated by the Local 
Government. 

(/) A representative of co-operative societies to be 
elected or nominated by the Co-operative 
Department . 

(2) The licensing authority shall grant a license to 
every money-lender who agrees to abide by these conditions 
and should have no discretion to refuse it. 

(3) The licensing authority shall have no authority to 
cancel a license so long as he complies with the conditions 
laid down above. 

(4) In the event of his violating any of these conditions, 
his license shall be cancelled after a warning in the first 

..instance. 

91. In our review of the various aspects of agricul- 
tural credit we have already described the part which the 

. , . ,. agriculturist creditor is playing in 

Agncu tumt ere vtor. rura j ft na nee, the difficulties created 

by his appearance in protecting the peasant proprietor, for 
whose benefit largely the Land Alienation Act was passed, 
the rates of interest charged by him, and the shortage of 
banking funds created by the inveterate habit of the agri- 
culturist to invest his savings in land even when it is not 
an economic investment at all. The situation calls for an 
early remedy particularly in Delhi and the North-West 
Frontier Province where the agriculturist has become the 
principal source of borrowing. But as this question has 
an important bearing upon the existing legislation, our 
proposals in this behalf will be more conveniently outlined 
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in the chapter on existing legislation and legal procedure 
.in their bearing on credit. 

92. Two classes of itinerant money-lenders have xnade 
their appearance in recent years both in Delhi and Ajmer- 
Merwara. The first group lends 

Itinerant money-lenders. mQney QQ whafc j g known as the 

system of rahti loans. These lenders advance in 
sums of Rs . 10 or its multiples which are repayable in 12 
monthly equal instalments, the first instalment being in 
some eases deducted at the time of advancing the loans. 
A charge of annas five is sometimes made as a multana on 
each loan of Rs. 10. In ease of default one anna per 
rupee per month is charged as penalty. The system is said 
to be popular with those members of the poorer classes in 
the rural and the urban areas who require loans in small 
amounts and who have a fixed daily or monthly income. 
In spite of the high rates of interest, defamlts are said to 
be rare owing to the effective methods of recovery adopted 
by the creditors. Our information on the subject is how- 
ever very meagre, and in the absence of fuller information 
we have abstained from making any proposals on the sub- 
ject. We trust that the Co-operative Department and the 
Board of Economic Enquiry, which we have suggested 
elsewhere will take up further investigation of the subject 
at an early date. 

Another class of itinerant money-lenders consists of the 
transborder or Kabuli money-lender. The activity of this 
class was at first confined to the cities but it has now spread 
to the villages both in Delhi and Ajmer-Merwara. In 
Delhi, their clients are generally the village Kamins and 
those agriculturists who have no credit left either with 
the co-operative credit societies or with the village money- 
lender. In Ajmer-Merwara their activities embrace the 
mill-hands in Beawar. The rates of interest are very high, 
ranging from one anna to three annas per rupee per month. 
Their methods of recovery are more or less high-handed 
and they seldom resort to law courts to realise their dues. 
Their usual plan of action is to sit clharna outside the 
debtor’s abode and to coerce him into compliance by drastic 
methods. Te evidence which we received, particularly at 
Beawar, suggests that the evil has assumed proportions, 
•which call for energetic action. We realize, however, the 
necessity of not offending the susceptibilities of the neigh- 
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bouring states and suggest, therefore, a very mild remedy, 
of insisting on a license being taken by all foreign money- 
lenders. We recommend, therefore, that 

No foreigner, whether domiciled or otherwise, should be 
allowed to do any money-lending directly or indirectly, 
without taking a license from an authority named by the 
Local Government on the following conditions : — 

(a) He shall keep a certain amount, fixed by the licens- 

ing authority, as a deposit in an approved in- 
stitution. 

(b) He shall sign an agreement that he will conduct 

his business in accordance with the rules laid 
down by the licensing authority and will not 
charge directly or indirectly rates of interest 
higher than those sanctioned by the licensing 
authority in this behalf. 

(c) If the licensing authority receives any report that 

the licensee has been acting contrary to the 
regulations laid! down in this behalf, or been 
recovering his money in a liigh-hand'ed fashion, 
it should have all the powers of a law court to 
investigate the charges, to cancel the license and 
to punish the licensee up to 3 months’ imprison- 
ment in the first instance and six months in the 
next. 

The above suggestions do not, of course, apply to re- 
cognized foreign joint stock or other banking institutions. 

93. A certain amount of money-lending at high rates 
of interest is done on a small scale in the villages by a 
number of other individuals, e.g., 
widow” ey ’ lending by widows. We believe that under com- 
petitive influences which will be 
strengthened by the institution of licensed money-lenders, 
with the spread of the co-operative movement, and 
with the growth of investment habit in rural areas, for 
which we have made our proposals elsewhere, the money 
now invested at more or less usurious rates of interest will 
find its way to more fruitful channels. 
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CHAPTER X. 

Progress of the Co-operative Credit Movement in the 
Centrally Administered Areas. 

94. Next in magnitude, though not in importance from 
the banking point of view, to the indigenous private money- 
lenders are the co-operative credit 

Brief description of societies started in recent years in the 
p “ M "- Centrally Administered Areas. The 
general system of the co-operative 
movement in these provinces is based almost wholly on the 
Punjab model, except that there is neither a provincial 
bank nor a co-operative federation in any of these Areas. 

Co-operative societies were first introduced in Ajmer 
in 1904-05, but owing to a variety of reasons, the move- 
ment made no real progress up to the end of the year 1909. 
In February 1910, a Central Bank was formed at Ajmer 
which increased its operations rapidly in the next two 
years with the. result that in the year 1912 - 13 , it financed 
0,229 members in 191 villages. In Delhi, the move- 
ment began in 1919 - 20 , but the real progress of the move- 
ment may well be said to have begun only in the year 1921 
when the Delhi Province Central Co-operative Bank was 
established. In the North-West Frontier Province, it 
commenced much later, there being only one co-operative 
•society in April 1925, that of a cavalry regiment in 
Risalpur, which was subsequently transferred to Balu- 
chistan. 

95. The salient features of the subsequent progress of 
Salient featnrei of the the co-operative movement in these 

.■progress of the co-opera- Areas are brought out clearly by the 
tive movement. figures in the following tables : — 



A jmer-M erwara . 




North-West Frontier Province, 


176 









177 


Both in A j mer-Mer war a and Delhi, the movement is 
now pretty widespread. Out of 746 villages in Ajmer- 
Merwara, it has touched 386 villages and benefits nearly 
-|th of the rural population of the Province. In Delhi, it 
lias reached frds of the rural area of the Province. A com- 
parison with the progress of the movement in other Pro- 
vinces shows that both A j mer-Merwara and Delhi are in 
many respects well ahead of the other Provinces of British 
India. The following figures tell their own tale : — 
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Total (British India) . 245-2 33-5 j 13-3 
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96. No difficulties of any sort seem to have been experi- 
enced in financing the movement in the Centrally Adminis- 

n , . tered Areas. In Ajmer, tile Imperial 

Bank of India allows overdrafts at the 
bank rate to the Ajmer Central Co-operative Bank to the 
extent of 95 per cent, of the value of the Government secu- 
rities pledged with it. An indigenous banker who is the 
Treasurer of the Ajmer Central Co-operative Bank also 
allows it a cash credit of Us. 50,000, on which he charges 
interest at 6 per cent. The Central Co-operative Bank, 
Delhi, has an overdraft account both with the Imperial 
Bank of India and the Mercantile Bank of India in Delhi 
against Government securities lodged with them. It can 
easily obtain further loans at per cent, also from the 
Punjab Provincial Co-operative Bank, but so far it has 
had no occasion to avail itself of this source of help. The 
Central Bank of Abbottabad has an overdraft account with 
the Imperial Bank of India, up to a limit of Rs. 15,724, 
against Government securities of the face value of 
Rs. 26,300. 

97. The detailed composition of the working capital 
of these Co-operative Central Banks and the growth 

in recent years of the various items 
■ operative ^Central minks' composing it are indicated in the tables 
given below : — 



Ajmer-Merwara. 
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TOTAL WoEKXNQ CAPITAL . 18,78,948 10G 1 20,79,410 100 21,83,746 100 21,02,701 100 20,86,901 100 



Delhi. 

The Delhi Province Central Co-operative Bank, Ltd., Delhi. 
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Figures supplied by tbe Secretary. Centra! Co-operative Bank, Delhi. 


North-West Frontier Province. 

Hazara Central Co-operative Bank , Ltd., Abbottabad . 
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It appears that the working capital of the central 
banks both in Delhi and A j mer-Merwara is appreciably 
more than the funds needed to finance the co-operative 
societies of these provinces. In fact, in 1923, the Central 
Co-operative Bank, Delhi, asked for and obtained, special 
permission of the Registrar of Co-operative Societies to 
lend to societies outside the province, and accordingly it ac- 
tually lent to the societies in Balabgarh and Palwal Tehsils 
of Gurgaon District as much as Rs. 1,07,323, out of its total 
loans amounting to Rs. 4, 13, 346 . During the years 1924 to 

1927, the Delhi Central Bank went on increasing its invest- 
ments in Government securities, and in societies outside 
the province, till in 1927 only Rs. 8,02,381, out of the total 
assets amounting to over 12 lakhs, were actually invested in 
loans to the Delhi co-operative societies; in other words 
more than |rd of the investment of the bank was in forms 
other than loans to the Delhi co-operative societies. In 

1928, these other investments amounted to Rs. 4,98,470 as 
against Rs. 7,89,825 invested in financing its affiliated 
societies in Delhi, which means that as much as 39‘5 per 
cent, of its total investments was invested outside the 
Delhi co-operative movement. In 1929, the percentage of 
these extra-territorial investments of the Delhi Central 
Bank declined a little, but even then its loans to its affi- 
liated societies amounted to only Rs. 9,76,009 as against 
Rs. 3,88,439 of its other investments. Much the same 
thing has happened in the case of the Ajmer Co-operative 
Central Bank. Against a working capital of about 14 
lakhs and outside liabilities on account of loans and 
deposits extending to only 11 lakhs in 1928-29, the bank 
invested in Government securities as much as 6 lakhs. In 
1927-28, the market value of its investments in Govern- 
ment securities amounted to Rs. 4,24,249, and it not only 
cleared off the balance of the Government loan of 
Rs. 44,830 borrowed during the previous year but ac- 
tually sent as much as Rs. 60,000 for investment to Bombay 
ami Rs. 40,000 for investment to the Punjab. Even then 
there was surplus money in the bank. Far from feeling 
the necessity to attract more deposits by offering an attrac- 
tive rate of interest, both these banks have been in recent 
years making an attempt to decrease their surplus funds 
by lowering the rate of interest on deposits. The co- 
operative movement in these two provinces has thus been- 
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Liquid resources of Co- 
operative Central Banks. 


independent of any outside help by way of loans from Gov- 
ernment or from any Provincial Bank in other provinces. 

98. The liquid resources of these Co-operative Central 
Banks also appear to be more than ample. In 1927, the 
liabilities arising out of deposits and 
loans amounted! in the case of the 
Delhi Co-operative Central Bank to 
Rs. 11,26,264, against which the bank had Government 
Promissory Notes worth Rs. 2,98,000 and cash balances 
amounting to Rs. 12,723. In 1928, the liabilities of the 
bank on account of deposits and loans were Rs. 12,12,556, 
against which it held Government Promissory Notes and 
Treasury Bills worth Rs. 2,81,178 and maintained a cash 
balance with the Punjab Provincial Co-operative Bank 
amounting to Rs. 39,258, in addition to cash with the Mer- 
cantile Bank of India and! the Imperial Bank of India 
amounting to Rs. 13,963. In 1929, its deposits and loans 
made up a total of only Rs. 12,54,819, against which it had 
a cash balance amounting to Rs. 7,859 in addition to 
Government securities of the value of Rs. 2,31,865. 

The Ajmer Co-operative Central Bank had, in 1926-27, 
Government paper worth Rs. 3,88,448 against its liabilities 
amounting to Rs. 11,29,881, of which only Rs. 10,82,325 
were due to depositors. In 1927, its investments in Govern- 
ment paper and interest thereon amounted to Rs. 3,98,524 
against debts due by the bank amounting to Rs. 11,12,026. 
In 1928-29, the debts due by the bank excluding over- 
drafts on the Imperial Bank and its Treasurer amounted to 
Rs. 10,56,698 against which it held Government paper of 
the value of Rs. 5,85,849. The position in respect of 
liquid funds has thus been all along satisfactory both in 
the Delhi and Ajmer-Merwara Central Banks- 

99. The working capital of primary credit societies and 
the percentages to the total of each 
PiIma r ry n IocieUes! ta ° of its constituent items are given 
below : — 
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Separate details of the deposits of members and non-members are not available. 



Statement showing Working Capital of N on-agricultural Co-operative Credit Primary Societies of 

the Delhi province. 
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These figures show that the agricultural primary socie- 
ties depend at present for their finance mainly on the 
central banks, and that this dependence is greatest in the 
case of the North-West Frontier Province societies. Both 
in Ajmer-Merwara and Delhi, the non-agricultural credit 
societies are, however, becoming less and less dependent on 
the central banks for finance, the percentage of loans 
from the central banks to the total working capital being 
only 13-6 per cent, in Ajmer, and 41-6 per cent, in Delhi,, 
at "the close of the year 1 928-29 . The share capital and 
the reserve funds of Ajmer agricultural credit societies 
constituted in 1928-29, as much as 46-8 per cent, of their 
working capital and indicate increasing financial strength. 
The percentage of deposits to the working capital is 
highest in the case of non-agricultural credit societies, 
being as high as 65-2 per cent- in Ajmer-Merwara and 
41-7 per cent, in Delhi during the year 1928-29. 

100. In recent years the average amount of each loan 
given by the agricultural co-operative credit societies has 
been decreasing in Delhi, and! increas- 
Loans by agricultural j n g i n Ajmer-Merwara andl North- 
co-opwaiave Society. ( W “ st Frontier Province. The relevant 

figures are given below : — 


A verage per loan advanced by co-operative societies. 


— - 

1924-25. 

1925-20. 

1926-27. 

1927-28. 

1928-29. 

. Ajmer-Merwara 

31*9 

26*4 

! 

25*0 

33*5 

33*2.' 

N.-W. F. Province 


57-3 

53*6 

. 64*2 

59*1 

Delhi .... 

88*9 

101*6 

94*9 

85*5 

64*4? 


& 


The agricultural credit societies have not restricted 


101 . 

their advances 


Purposes for 
loans are taken. 


which 


to productive purposes alone. Their 
help is available for all sorts of pur- 
poses, productive as well as unproduc- 
tive. In the following tables, the 
amounts advanced for various purposes have been re- 
grouped according as the purpose of the loan is (a) pro- 
ductive, (b) unproductive, but necessary for sustenance* 






and (c) unproductive and to some extent unnecessary or 
undesirable : — 

A j m er-Merw aea . 

Analysis of the pur-poses of loans advanced by co-operative 

societies- 



1924-25. 

1925-26. 

1926-27. 

1927-28. 

1928-29. 


Amount, 

.-.,y 

Amount. 

Amount. 

Amount. 

Amount. 

1 » — Productive* 

Rs. 

Rs. 

Rs. 

■. 

D 

Rs. 

. 

Fodder .... 
Seed and manure 

Payment of land revenue 
Weeding and miscellaneous 
Improvement of wells and 
nudis , ; 

Agricultural improvements 
Purchase of land 

Redemption of land . 
Purchase of plough cattle . 
Milch cattle 

Petty trade 

700 

33,765 

8,641 

4,651 

3,008 

1,125 

1,572 

10,183 

8,509 

3,156 

3,109 

30,631 

24,695 

8,265 

2,315 

56,602 

1,013 

3,027 

5,043 

11,431 

2,262 

4,386 

8,082 

50,243 

12,607 

5,884 

2,513 

1,066 

6,814 

6,101 

10,612 

1,641 

902 

1,367 
18, 764 
20,709 
1,877 
3,006 

2,855 

3,441 

7,093 

1.0,438 

1,288 

1,198 

11,572 
32,628 
21,142 
2,442 
. 5,978 

3,426 

6,403 

14,269 

18,864 

4,195 

4,305 

Total 

78,419 

1,49,670 

1,06,465 

72,036 

1,25,224 

Percentage to Grand 
Total. 

64*5 

70*4 

65*3 

57*2 

59*2 






II. — Unproductive but \ 
necessary. 






.Repayment of old debts 
Building • . 

.'.Maintenance 
.Miscellaneous . 

20,743 

639 

2,912 

2,759 

30,442 
* 445 
8,805 
3,427 

27,245 

555 

9,157 

2,730 

19,012 

489 

4,888 

16,620 

31,003 

2,049 

13,630 

15,457 

!'_ ;• Total 

27,053 

43,119 

39,687 

41,007 

82,139 

Percentage to Grand 
Total. 

22-3 

20-3 

24*5 

32*6 

29*4 






I IP-— -Unproductive but 
partly unnecessary. 



' . i 

V.;;.,.- fl 

. 

i 


Marriage and funeral 

ceremonies. 

15,924 

39,763 

15,342 

12,910 

' 24,255’ 

•Percentage to Grand 
Total. 

13T 

9*3 

9-5 

' 

10*2 

11*4 

GRAND TOTAL 

1,21,396 

2,12,552 


1,25,953 

2,11,818 
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North-West Frontier Province. 


A nalysis of the purposes of loans advanced by co-operative 

societies. 



1925-26. 

1926-27. 

1927-28. 

1928-29. 


Amount. 

Amount. 

Amount. 

Amount. 

I. — Productive. 

Rs. 

Rs. 

Rs. 

^ Rs, 

Fodder . . . . . . 

Seed . . . . 

Cattle , . . . . 

Wells 

Trade 

Payment of land revenue . ■ 

Rent 

Purchase of land .... 

Redemption of land .... 
Mortgage of land .... 

8 

1,389 

“ 55 
288 

“no 

1,598 

.. 

20 

1,873 

‘ *200 
122 
120 

2,088 

209 

37 

6,059 

50 

599 

150 

4,553 

6,328 

556 

639 

8,634 

* *609 
295 

7,981 

6,404 

260 

Total 

3,448 

4,423 

17,985 

25,378 

Percentage to Grand Total 

37 ‘3 

31*3 

51*6 

43-3 

■ • . 

II. — Unproductive but necessary. 





Payment of old debts 

Building ...... 

Food and grain ..... 

Household 

Miscellaneous 

Education . . . 

5,407 

”373 

' 9,061 
290 
326 

' 1 

14,929 
1,210 
292 , 

‘*135 

28,475 

1,083 

879 

312 

1,268 

m 

Total 

5,780 

! , ’ • 

9,677 

16,566 

\ 

32,097 

Percentage to Grand Total 

62*6 

68*7 

47*5 

54'8 

III. — Unproductive and partly un- 
necessary . 


■ 1 ' j 



Ceremonies ..... 

•• 


270 

1,056 

Percentage to Grand Total 

•« 

; * * . 

*8 

1*8 

GRAND TOTAL 

9,228 

14,100 

34,821 

58,531 
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Delhi. 


Analysis of the 'purposes of loans advanced by co-operative 

societies. 



1924-25. 

1925-26. 

1926-27. 

1927-28. 

1928-29. 


[ 

Amount. 

Amount. 

Amount. 

Amount. 

Amount. 

1. — Productive . 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

1. Fodder 

• . 

2,228 

3,910 

95 

6,906 

2. Seed . . . . 

2,029 

1,155 

1,988 

2,095 

4,991 

3. Rent .... 

. . 

, . 

120 

750 

860 

4. Land He venue 

790 

3,170 

2,191 

2,768 

1,273 

5. Agricultural Expenses . 

1,500 

300 

1,432 

755 

6. Land improvement 


. , 

190 

290 

* *312 

7. Wells .... 


773 

1,177 

3,040 

8. Land purchase 

. , 

, . 

985 

150 

900 

9. Redemption of land 

. . 

2,214 

656 

. . 

100 

10, Mortgage of land 

, . 

• . 

. . . v 


300 

11. Cattle 

11,761 

10,012 

13,623 

13,280 

6,994 

IS. Carts .... 

525 

200 

100 

13. Implements 

* , 

150 

„ . • 


1,305 

14. Trade 

2,945 

3,525 

3,023 

1,520 

277 

15. Repayment of mortgage 

2,020 

•• 


** 

money. 






Total 

21,051 

23,227 

26,668 

23,620 

24,573 

Percentage to Grand 

55*3 

46*3 

49*2 

65*6 

79*8 

Total. 

II. — Unproductive but 
necessary. 






1. Repayment of old debt 

7,627 

15,264 

13,809 

6,923 

1,790 

2. Building 

3,733 

4,025 

4,819 

| 1,960 

920 

3. Food and grain . 

. . 

1,218 

740 ; 

! 220 

1,660 

4. Household expenses 

1,000 

1,107 

2,636 

1 218 i 

170 

5. Miscellaneous 

250 


. . 

55 

' v . i ; / 

6. Sickness 

* . 

. » 



100 

7. Education . 

** 

*• 

.. ' 

70 

50 

Total 

12,616 

1 21,614 

22,004 

9,446 

4,690 

Percentage to Grand 
Total. 

II I. — Unproduct ive bid 

33*2 

43-1 

40-0 

26*2 

15*2 






partly unnecessary. 






1. Marriage and death 

4,370 

5,247 

5,541 

2,940 

1,520 

ceremonies, etc. 






2. Litigation . 

•• 

100 

.. 

.. 

.. 

Total 

4,370 

5,347 

5,541 

2,940 

1,520 

Percentage to Grand 
Total. 

11-5 

10*6 

10*2 

8*2 

4*9 






GRAND TOTAL 

38,037 

50,188 

54,213 

36,006 

30,783 



194 

102. It is worthwhile analysing these figures according 
to the period for which the amounts borrowed for different 
objects are really required or may be 
ioans liods and ob ^ eots of presumed to have been required- In 
the sub- joined table the figures given 
above are, therefore, regrouped into — 

(a) amounts presumed to have been borrowed for short 

periods, 

(b) amounts presumed to have been borrowed for in- 

termediate terms, and 

(c) amounts presumed to have been borrowed for long 

periods. 

Ajmer-Merwara. 


Analysis of the purposes of loans advanced by Agricultural 
Co-operative Credit Societies classified according to 
short term, intermediate , and long term. 



1924-25. 

1925-26. 

1926-27. 

1927-28. 

1928-29. 


Amount. 

Amount. 

Amount. 

Amount. 

Amount*. 

L — Short term . 

Rs. 

Rs. 

Rs. 

Rs. | 

Rs. 

Fodder .... 

700 

30,631 

8,082 

1,367 

11,572 

Seed and manure 

33,765 

24,695 

50,243 

18,764 

32,628 

Weeding and miscellaneous 
charges. 

4,651 

2,315 

5,884 

1,877 

2,442 

Payment of land revenue 
and rent. 

8,641 

8,265 

12,607 

20,709 j 

21,142 

Petty trade 

3,109 

4,386 

902 

1,198 

4,305 

Maintenance 

2,912 

8,805 

9,157 

4,886 

13,630 

Miscellaneous . 

2,759 

3,427 

2,730 

16,620 

15,457 

Total 

56,537 

82,524 

89,605 

65,421 

1,01,176 

Percentage to Grand 
Total. 

46*5 

38*8 

55-5 

51*9 

47*8 
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1924 - 25 . 

1925 - 26 . 

1926-27. 

1927-28. 

1928-29, 


Amount. 

Amount. 

' Amount. 

Amount.. 

Amount# 

11.- —Intermediate, 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Purchase of plough cattle . 

8,509 

11,433 

10,612 

10,438 

18,864 

Agricultural implements 

1,125 

1,013 

1,066 

2,855 

3,426 

Marriage and funeral cere- 
monies. 

15,924 

19,763 

15,342 

12,910 

24,255 

Milch cattle 

9,156 

2,262 1 

: 

1,641 

1,288 

4,195 

Total 

28,714 

34,469 

28,661 

27,491 

50,740 

Percentage to Grand 
Total, 

■ j 

23-7 

16*2 

17-7 

1 

21*9 

23*9 

.j 

. ■ ■ 1 

111. — Long term. 



! 

| 

■ ;j 


Purchase of land 

1,572 ' 

3,027 

6,814 

3,441 

6,403 

Improvement of wells and 
nadi% 

3,008 

56,602 

2,513 

3,006 

5,978 

Redemption of mortgage 
land. 

10,183 

5,043 

6,101 

7,093 

14,269 

Buildings . . . . 

639 

445 

555 

489 

2,049 

Repayment of old debts 

20,743 

30,442 

27,245 

19,012 

31,003 

Total 

36,145 

95,559 

43,228 

: 

33,041 

59,702 

Percentage to Grand 
Total. 

29*8 

45*0 

26*7 

26*2 

[ 28-2 

GRAND TOTAL 

1 , 21,396 

2 , 12,552 

1 , 61,494 

1 , 25,953 

2,11,618 
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North-West Frontier Province. 


Analysis of the purposes of loans advanced by Co-operative 
Societies classified according to short term, inter- 
mediate, and long term. 




1925-26. 

1926-27. 

1927-28. 

1928-29. 



Amount. 

Amount. 

Amount. 

Amount. 

L — Shod term. 


Rs. 

Rs. 

Rs. 

Rs. 

•:Seed . 

Fodder 

Land Revenue . 

Rent . . 

Grain ..... 

Trade ..... 

Miscellaneous .... 
Household .... 


8 

*288 

* *373 
55 

20 

122 

120 

326 

200 

37 

209 

150 

* *292 
599 
135 

639 

556 

295 

* *879 
609 
1,268 
312 

Total 


724 

788 

1,422 

4,558 

Percentage to Grand Total 

* 

7-8 

5.0. 

4*1 

7*8 

II, — Intermediate. 






Gattle 
‘Ceremonie s 


1,389 

1,873 

6,059 

270 

8,634 

1,056 

Total 

. 

1,389 

1,873 

6,329 

9,690 

Percentage to Grand Total 

* 

15*1 

13*3 

18*2 

16*6 

III. — Long term. 






Repayment of debt • 

Redemption of land . 

Purchase of land 

Building ..... 
Mortgage of land 

Wells ..... 

.Education .... 


5,407 

1,598 

no 

9,061 

2,088 

*’290 

14,929 
6,328 
4,553 
1,210 I 

** 50 

28,475 

6,404 

7,981 

1,083 

260 

” 86 

Total 

• . 

7,115 

11,439 

27,070 

44,283 

Percentage to Grand Total 

• 

77-1 

81*1 

77*7 

75*6 

GRAND TOTAL 

* 

9,228 

14,100 

34,821 

58,531 
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Delhi. 


Analysis of the purposes of loans advanced by Co-operative 
Societies*- classified according to short term, inter- 
mediate, and long term. 




1925-26. 

1926-27. 

1927-28. 

1928-29. 


Amount. 

■ Amount. 

■ Amount. 

Amount. 

Amoimf. 

L — Short term . 

Ks. 

Rs. ' 

Rs. 

Rs. 

-■Rs. "■ 

"Trade .... 

2.945 ■ 

. 3,525 

3,023 

1,520 

277 

■Seed .... 

2,029 

1,155 

1,988 

2,095 

4,991, 

.Agricultural expenses 

1,500 


300 

1,432 

755' 

Household . . . 


1,107 

2,636 

218 

170 

Land Revenue . 

796 

3,170 

2,191 

2,768 

1,273 

Land improvement . 


. . ■ 

190 


■■ . ' 

dodder . 

. » ■ 

2,228 

1,940 

m 

' 0,906 

♦Grain . 

4 . ■ 

1,218 

740 

220 

1,660 

Rent . 

■ „ . 

. . 

120 

750 

360 

.Sickness, . ■ 

Miscellaneous 

256 

• • 

;; 

V 55 

100 

Total 

8,526 

12,403 

13,128 

7,253 

10,492 

Percentage to Grand 
' Total. 

; JJ.~— Intermediate. 

22*4 

24*75 

24*2 

20-1 

53*0 






‘Cattle .... 

11,761 

10,012 

13,623 

13,280 

0,994 

■ Carts . . . 

525 

200 

10) 

Implements 

. . 

* * 150 

. . 

i . ■ 

1,305 ' 

'Ceremonies and Marriage . 

4,370 

5,247 

"5,541 

2,940 

1,520 

Litigation 

y .;■**; ; V 

100 


Total 

16,131 

15,509 

19,689 

J. 6,420 

9,919 

Percentage to Grand 

42*4 

30*9 

36*3 

■■ y-;";; 045*3 ■; 

32*2 

Total. 






III.-— Long period. 



■ 



Old debt , 

7,627 

15,264 

II » i 

6,923 

1,790 

Building .... 

] f3,733 

4 ■ 4,025 

, 

1,960 

920 

'Wells 

t 773 

■ FfSi 


312 

-Redemption of land 


. V. 2,214 

e'HsI 


300 

Purchase of land, 



935 

150 

900 

Mortgage of land 

J2,020 

. . 



300 

■Education 



70 

50 

Total 

13,380 

22,276 

21,396 

12,333 

4,372 

.Percentage to Grand 

35*2 

44*3 

, 39*5 

34*3 

14*2 

Total. 






GRAND TOTAL- . 

38,037 

50,188 

54,213 

36,006 

30,783 


* Selected by Go -operative Department eveiy year, 
f Wells and building. ; 

% Mortgage money. 


©ANKCOM. : ' H 
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The most striking fact brought out by these tables is ! 

the large percentage of the total loans borrowed for objects f 

which really require intermediate term and long period 
loans. In 1928-29, these amounted to 92-2 per cent, of the 
total in the North-West Frontier Province, 52T per cent, 
in Ajmer-Merwara, and 46-4 per cent, in Delhi. In the 
year 1927, the percentage of these loans to the total was 
95-9 in the North-West Frontier Province, 48 T per cent, in 
Ajmer-Merwara and 79-9 per cent, in Delhi. During the 
years 1924.-25 to 1928-29 loans for short term purposes 
varied between 38-8 and 55-5 per cent, of the total in 
Ajmer-Merwara, between 41 and 7-8 per cent, in the North- 
West Frontier Province, and between 20-1 and 53-6 per 
cent, in Delhi Province. 

The presumption as to the long periods for which the 
loans advanced by the co-operative banks are actually used 
is strengthened by the fact that in recent years the pro- 
portion of the loans advanced during the year to the work- 
ing capital of the Central Bank has been declining appre- 
ciably faster than that of the loans due at the end of the 
year to the working capital. 

The relevant figures for the years 1925 to 1929 are 
given below : — 


Delhi Central Co-operative Bank. 


Year, 

Working 

capita!. 

Loans 
advanced 
during 
the year. 

Percent- 
age of 
working 
capital. ; 

Loans 
due at i 
the end 
of the 
year. 

Percent- 
age of 
working 
capital. 

1925 

. 


7,09,552 

2,83,420 

39*94 

5,98,205 

84*31 

1926 

• • • 

* 

8,75,103 

3,75,371. 

42*89 

■ 

7,33,092 

83-77 

1927 



12,02,304 

I 3,15,408 j 

| 26*23 

9,38,490 

78-06 

1928 

• 


13,20,608 

2,80,363 

21*23 

8,42,858 

63-82 

1929 

• 

- 

14,01,525 

3,50,440 

25*00 

10,14,618 

72-39 



The Central Co-operative Hank, Ajmev-Merwara. 


■■ Vear, ; : 

Working ■ ' 

■ capital, ' 

"Loans ■ 

. made 
during: 
the year. 

; 

. Percent" ■ 

■ age of 
working 
capital. : 

.. Loans- 
. ..due at ■ 

. - the end 
. of the 1 - 
year. - 

. Percent- 
age on 
working 
capital. 

*25 . 

12,81,927 

■ 7,73,590 

. 60*3 

1 1,45,037 

89*3 

1925-26 . . . . i 

20,79,410 

11,73,069 j 

50*6 

18,06,7 66 | 

86*9 

1926-27 , • • 

.21,83,746 

12,48,135 

57*i 

1 1 6,89,52 i | 

1 77*4 

1927-28 . 7 : . ! 

j 

21,02,701 

7,55,813 ! 

31*5 j 

16,09,578. j 

i ■ ■ . - 76*5 

1928-29 . . . . j 

( 

1 20,86,901 

' 8,34,33 1 j 

! 

39*9 | 

i 14,96,703 ' 

| 71*7 


103. There are no special institutions for long-term 
credit in Delhi and the North-West Frontier Province, 
but a beginning in this direction has 
Ban°ks perativ ' 3 M ° rtsage already been made in Ajiner-Merwara, 
where there exist at present 3 co- 
operative mortgage banks and 10 mortgage societies. 
These are financed not by long period funds raised by 
means of debentures issued to the public but by means of 
loans from the Co-operative Central Banks. During the 
year ending the 30th June 1928, the total amount of loans 
advanced by these banks, i.e., mortgage banks and societies, 
was only Rs. 11,126 and during the year ending the 30th 
June 1929, the amount advanced increased to Rs. 25,385. 
Eighty-nine loans amounting in the aggregate to Rs. 19,827 
were granted in 1928-29 for redemption of land and 25 loans 
amounting in the aggregate to Rs. 5.558 were advanced 
for improvement of wells and nadis. Till the 30th June 
1929, 1,652 bighas of land had been redeemed by the 
members of these co-operative mortgage banks and societies 
with the help of these institutions. 

The method of work of these institutions is described 
by the Registrar of Co-operative Societies, Ajmer, in the 
following extract taken from his written memorandum sub- 
mitted to the Committee : — 

“The method of work of these institutions is that a 
person who wants to take a loan submits an application in 
the prescribed form. He has to attach copies of his 
khewat and khasm grrdawari from the revenue records, 

H 2 
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Two independent enquiries are conducted, one by the Sub- 
inspector who is a paid person and the other by one or two 
directors (of the bank) of the Circle in which the person 
resides. These enquiries relate to his land holding, nature 
of the soil, irrigation resources, value of land, income from, 
land, cost of production, income from other sources, sure- 
ties for other land to be taken in mortgage^ period of loans,, 
number of instalments, character and credit of the appli- 
cant and his repaying capacity. Enquiry is also made- 
under what circumstances and for what objects the loans, 
were contracted by the applicant. At present loans are 
advanced only for (1) redemption of land and (2) improve- 
ment of land. The Boards are authorised to sanction- 
loans up to Es. 500 and loans exceeding that amount are 
advanced with the sanction of the [Registrar of Co- 
operative Societies. These banks borrow funds at 6 to 8 
per cent, and advance loans at 8 to 12 per cent. Loans are 
not advanced direct to the borrower in cash for redemption 
of mortgages, but either the money is paid in cash before the 
Sub-Registrar, or cheques are issued direct in the name of 
the mortgagee. Loans for improvement of land are ad- 
vanced by instalments after seeing that the previous in- 
stalments have been properly applied. On the Board’s 
sanctioning the loan, intimation is given to the applicant 
who then brings his sureties and the amount of the share- 
money, which is based on the amount of the loan required. . 
The land to be redeemed is taken as security by getting 
it registered together with other land owned by the 
borrower ” . 
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CHAPTER XI. 

Adequacy of the Co-operative Movement. 

104. In the preceding Chapter we have attempted to 
give a brief sketch of the co-operative credit movement in 
„ . . . . the Centrally Administered Areas so 
ExishDg defects - as to set out the achievements and the 
strong points of the movement. In the present Chapter 
and the next one, we propose to examine the movement a 
little more critically with a view to form a proper estimate 
as to the adequacy of the movement from the banking point 
of view and to point out a few of its existing limitations 
and defects. 

So far as the North-West Frontier Province is concern- 
ed, the movement is professionally in a stage of infancy and 
has not yet gained a firm footing or touched even the fringe 
of the problem of its rural indebtedness. 

Delhi Province is more urban than rural. Its total 
urban population at the census of 1921 was 3,04,420 and 
the rural 1,83,768. Intensive enquiries into selected vil- 
lages suggest a slight decline in the rural population and 
common observation points to a considerable increase in the 
urban population since the census of 1921; but the number 
of members in the agricultural co-operative credit societies 
in June 1929 was 50,011 as against only 1,376 in the non- 
agricultural credit societies. In other words, although the 
province is predominantly urban, the co-operative move- 
ment of the province is overwhelmingly rural. There is 
no doubt that there are a number of branches of Indian 
joint stock and exchange banks in addition to the Imperial 
Bank and the Post Offices in the city, but except the Post 
Office Savings Banks, these attend 1 to the needs of large 
traders and merchants only, leaving the bulk of the urban 
community of the Delhi Province practically untouched by 
banking facilities, except that the Post Office Savings 
Banks receive deposits. The bulk of the population of the 
Delhi Province depends for its livelihood not on production 
of raw materials, but on industry, transport, trade, public 
administration and miscellaneous occupations including 
domestic service, and the economic needs of persons of 
limited means, included in these sections, have been practi- 
cally ignored by the Co-operative Department. The evi- 
dence before us particularly of the Inspectors of Co-opera- 
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tive Societies. Delhi, revealed exceedingly unsatisfactory 
credit conditions for the poorer section of the urban com- 
munity, for the stipulated rates of interest in their case 
were even higher than those obtaining in the rural area. 
The idea that the co-operative movement is designed to 
operate primarily in rural areas and the heterogeneous com- 
position of the urban population would seem to be respon- 
sible for this lack of adequate activity on the part of the 
Co-operative Department in this peculiarly urban province. 

The Province of Ajmer-Merwara has a rural popu- 
lation of 3 , 30,574 and an urban population of 1,64,697, 
while the number of members in agricultural co-operative 
credit societies in 1928-29 was 9,768 as against 2,139 in 
the non-agrieultural co-operative credit societies. Even 
here, there is room for improvement in urban areas, though 
in fairness to the Department it should be noted that in 
recent years it has been making efforts to attend to the 
needs of the urban communities by means of Thrift and 
Saving Societies, House-Building Societies, Educational 
Societies and Marriage Fund Societies. The number of 
members in each of these societies is still very small, but 
initial difficulties, inevitable in a movement of this sort, 
seem to have been largely overcome, and the foundations 
for future development of the urban side of the co-operative 
movement in Ajmer-Merwara appear to have been well laid. 
In Delhi, while there has been a rapid and continuous pro- 
- gre&s be tii in number and members of co-operative societies 
in the rural area, throughout the period 1919 - 29 , there was 
not only a gradual decline both in the number of co-opera- 
tive members and societies in the city till 1924 - 25 , but also 
a serious set back in the progress of the movement in 
urban areas from 1924 right up to the end of 1926 - 27 . 
Even in 1927 , the total number of non-agrieultural credit 
societies was smaller than in 1920 - 21 . There was. how- 
ever, an appreciable improvement in , 1928 , but time would 
show whether that improvement represents the beginnings 
of a really sound and steady growth of urban societies in 
the Delhi Province We cannot too strongly emphasise 
the urgent need of stimulating the activities of the Co- 
operaive Department in the urban areas of this province; 
for apart from meeting the needs of a large urban popu- 
lation, we believe that the spread of the gospel of cc-onera- 
tion among the urban communities is likely eventually to 
have healthy repercussions in rural areas by increasing 
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rapidly the supply of co-operative missionaries for propa- 
ganda work in villages and thus accelerate the process of 
freeing the movement from official control. 

105. As regards the rural population, the representa- 
tives of the Co-operative Department stated that the move- 
ment had not so far touched the small 
tbfru ra f ] a popuiftion uched t^ler in the rural areas. It is pos- 
sible that this is due to the common 
impression that the trader in the rural areas is only a 
professional money-lender who lives wholly or mainly by 
"money-lending; but the intensive enquiries conducted iii 
the selected villages show that this is by no means a correct 
assumption in quite an appreciable number of cases. 

Co-operative statistics do not distinguish between pro- 
prietors, cultivators and the landless class; but the Regis- 
trar of Co-operative Societies, Ajmer- Merwara, mentions 
in paragraph 13 of his “ Report on the working of the Co- 
operative Societies, 1928-29,” that the number of ‘poor’ 
men among the members of the co-operative credit societies 
was 1,364 on the first of July 1927 and 1,281 on the first of 
July 1928 and states in answer to a specific query that 
“ these poor men are nearly all landless labourers On 
this assumption only 16 per cent, of the total number of the 
members of the agricultural credit societies are landless 
labourers, whereas the proportion of ‘ helpers in cultiva- 
tion ’ taken together with ‘ farm servants ’ and ‘ field 
labourers’ to ‘ordinary cultivators ’ in Ajmer-Merwara 
was 104 : 136 at the census of 1921 . It is obvious that com- 
pared to their total strength, landless labourers are not 
getting a fair share of the benefits of the co-operative move- 
ment or of the attention of the Co-operative Department 
in Ajmer-Merwara. In the ease of Delhi, the Inspector 
of Co-operative Societies, (Rural) Delhi, was requested 
to make an investigation on the point in a few typical vil- 
lage societies and the result of his enquiry is summarised 
in'the following tabular statement submitted by him : — 


Total No, of No. of agricultural 
agricultural credit credit societies in ~ ” 

societies in which enquiries. Propria- 

Delhi, were made, j-tprseC'' 


Number of members. 


'Tenants, ! 


Landless 

labourers. 


Percentage of the total 
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Analysis of families who have borrowed from co-opera- 
tive societies in some of the villages selected for intensive 
survey in Delhi Province yield the following results : — 


Members of Co-operative Societies. 


Villages. 

Owners. 

Tenants. 

Partly 

owners 

and 

partly 

tenants. 

Labourers. 

L Nangloi Sayyad 

1 9 

9 

4 

.. 

2. Shahpnr Jat . 

14 

4 

12 

.. 

3. Nangli Sakravti 

18 

*• 

5 

• • 

4. Jonapur . . . . : 

12 

2 

5 

•• 

5. Hauz Rani . . . 

40 

9 

20 

2 

6. MasjldMoth. . 

1 

3 

5 : 

.. 

7. Silampur .... 

5 

3 

4 


8. Raj pur Khurd 

6 

1 


*• ' 

Total 

105 

31 

60 

2 


The position in Delhi thus appears to be even worse 
than in A j mer-Merwara, for here the number of labourers 
who are members of co-operative societies is infinitely 
small. It appears that this is due partly to the fact that 
members who have proprietory rights in land fight shy of 
the landless class in unlimited liability societies and partly 
to the tendency in co-operative societies to lay more em- 
phasis on the security of a member’s property than on his 
character. 

In any case, the broad fact cannot be denied that the 
co-operative movement in rural areas has as yet touched 
only a fraction of the population. The total rural popu- 
lation of the Delhi Province is 1,83,768 and the total num- 
ber of members in agricultural credit societies is 5,011. 
The average size of the family at the census of 1921 was 4‘3 
which means that only 21,547 persons were within the co- 
operative movement ; this works out to 11 '2 per cent, of the 
rural population. The rural population of A j mer-Mer- 
wara is 3,30,574 and the total number of members in the 
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primary agricultural credit societies is at present 9,768, 
The average size of the family at the census of 1921 was 
4-22 which means that only 4i,220 persons are at present 
within the co-operative movement; this works out to 125 
per cent, of the rural population 

106. Apart from these limitations of the progress of 
the co-operative credit movement, there is another aspect 

Membership. °£ th % ma< ^ r that cannot be lost sight 

of. In Ajmer-Merwara the move- 
ment has made absolutely no progress in numbers for seve- 
ral years. In fact the total number of members in agri- 
cultural credit societies in 1913 (10,387) was slightly higher 
than the total number in 1928-29 (9,768), which in fact 
means that for nearly 16 years the movement has been 
practically stationary. Looking more closely at the his- 
tory of the movement, it is found that it made appreciable 
progress between 1912 and 1916 so far as numbers go, but 
ever since 1916-17 it has been showing an almost continu- 
ous decline in numbers. The number of societies in 1928 
is undoubtedly greater than what it was in 1913, but there 
has been a steady decline between 1920-21 and 1927-28. 
Considering the figure for ,1928-29 as a normal figure, there 
has been an increase of only 8 agricultural credit societies 
during the 9 years since 1920, which works out at less than 
one society per year. Even if we take only recent years 
(since 1923) into account, the rate of progress does not 
appear to be encouraging. In the Ajmer Circle, the num- 
ber of members has increased by 132 in the 6 years between 
1923 and 1928, which means an increase of only 6'2 per 
qent. in 6 years or 1 per cent, per annum. In Beawar 
Circle the number of members increased in the same 6 years 
by 1,030 or by 81 per cent, per annum, over the total num- 
ber in. 1923-24; in Todgarh Circle there was an increase of 
216 in the number of members between 1923 and 1928, 
which means an increase of 25 per cent, on the total num- 
ber in 1923 or 4 per cent per annum. 

107. The limited field covered by the co-operative credit 
agencies is brought out even more strikingly by the amounts 

borrowed from the co-operative socie- 
vided tent ° f flnanoe pr °" ties compared to the total indebtedness 
of the villages. The extensive survey 
of indebtedness in 511 villages of Ajmer-Merwara shows 
that of the total rural debt of over 197 lakhs only 
Rs. 17,04,662 were borrowed from co-operative societies. 


and banks. In other words the co-operative movement 
financed the rural population to the extent of only 8;6 per 
cent, of their indebtedness. Intensive enquiries in 20 
selected villages indicate a slightly lower ratio. Of the 
total debt amounting to Rs. 12,67,474, only Rs. 83,731 or 6-6 
per cent, was borrowed from the co-operative societies. 

No extensive enquiries could be conducted in the North- 
West .Frontier Province; but the intensive survey in 16 
selected villages indicates that the rural areas of tliis pro- 
vince are financed by the co-operative movement to the 
extent of only Rs. 9,357 out of a total indebtedness of 
Rs. 31,62,729, i.e., only -29 per cent, of their indebted- 
ness. The detailed figures are given below — 

North-West Frontier Province. 


Intensive Survey of selected villages. 


No. 

Villages. 

Total debt. 

Co-op. Banks. 



■kck-kw. Bs. 


1. Chamkani . 

2. Pnbl/i 


:/;.N ■ ? 56.567 

V : .1,90,867 


3. Shabqadar 


'■ 1175,351 


■4. Ma.var 


; . ' 1.29,513 


5. Mania 


. . , 2 64,484 

1 A? nqo ' 


I). La »*hi Bala 
: 7. Hangpo 1 , 


. 2,53,602 


ft. Bill! tang 

9. Dhmntaur ' . 


. . . 1,21,870 
. 2,65,129 

. 4,200 

10. Kot -Naji bulla 


/ 3,26,249 ; 

5,157 

11. Panodheri 


61,685 


12. Ghoriwala 


2,51.679 


18. Shalibaz Khel 
14. Potali 


1,96,889 

6*2,434 


15. Maddi 


. 4,41,455 


■IBv Girl .1 mam . : 


4,58,002 



Total 

. SI, 63,729 

9,357 

Berfeentage 

to total debt 


. *26 


In Delhi intensive enquiries in 14 selected villages show 
only 61 per cent, of the total loans as the share of the co- 
operative movement among the financing agencies of the 
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rural areas. The detailed figures and percentages in each 
village are given below : — 


Delhi Province, Intensive Survey. 

Class of creditors. 


Names of villages. 

Govern- 

ment. 

Co-operative 

banks. 

Agriculturist 

money 

lenders. 

Non- ■ . 
Agricult uri -4 
money 
■ lenders. 

Total. 

Percentage ; 
to the "total.-. 

. bf loans by 
Co-operative. ■ 
'"'.banks.' ; 


Its. 

Rs. 

Its. ■ 

RS. 

Rs. • 


3. Nangloi-Sayyad 

1,857 

4,486 

16,580 

■ 12,464 

35,387* 

12*7 

2, Shahpur ,Tat 

821 

5,832 

94,460 

78,730 

1,79,843 1 

3*2 

3. Deorala . 

2,200 


"19,576 

7,286 

29,062 


4. Nangli Sakravti . 

4,247 

6,634 

2,303 

20,619 

33,803 

19*0 

5. Jafarpur Kalan. 

375 

4,080 

9,300 

20,212 

34,867 

14*3 

6. Masjid Moth . 

525 

3,700 

37,925 

7,625 

49,835 

7-5 

7. ftil&mpur . 


1,250 


23,735 

24,965 

5-0 

8. Ra j pur Khurd , 

125 

2,486 

13,656 


16,267 

1.5-0 

9. DaUupura 

720 

.. 

2,860 

14,590 

18,170 


1 0. Moham madpur . 
Majri. 


! 

24,479 

7,200 

31,679 


11. Jbangola . 

1,461 

.. 

5,057 

24,713 

31,231 


12. Jonapur . 

345 

3,032 

7,712 

40,035 

60,124 

5*0 

13. Hauz Rani 

760 

6,112 

32,173 

29,462 

68,507 

S-9 

14. Akbarpur Majra 

665 


1,930 

12,560 

- 

15,155 


Total 

Percentage of each 
to the total. 

14,101 

2-2 

38,572 | 

<Hj 

2,08,011 
420 j 

3,08,211 

49*0 

6,28,895*| 

» 

# * 


* Excluding Its. 2,810 unclassified, 
t Excluding Its. 18,152 l unclasst find Ivy the Investiga tor. 

; Excluding Its. 21,430 ^unclassified. 

The extensive survey of indebtedness in 292 villages 
suggests that the results of intensive enquiries are on the 
whole an over-estimate. Of the total indebtedness extend- 
ing to Rs. 90,22,394, the co-operative movement financed the 
rural population to the extent of only Rs. 5,39,601, i.e. t 
less than 6 per cent, of the total. 

Does the movement finance even its own members ade- 
quately, or has it freed its members from dependence on 
other agencies ? The answer to both these vital questions 
is unfortunately in the negative. In 1923-24 only one out 
of 2,102 members of co-operative societies in Ajmer Circle, 
323 out of 2,124 members of co-operative societies in Rea- 
war Circle, and 124 out of 868 members of co-operative 
societies in Todgarh Circle were free from mahajan’s debt. 
In 1928-29 the position improved both in Ajmer and Tod- 
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garh Circles, though not in Beawar ; but even then the num- 
ber of members free from mahajan’s debt was only 9'2 per 
cent, in Ajmer Circle, and 9-7 per cent, in Todgarh Circle. 
Detailed analysis of intensive enquiries into 14 villages of 
Ajmer-Merwara confirms this conclusion as the following 
fable will show : — 

Total number 
of families No. of 
wlio have families who 


Villages. 




borrowed 
from the 

deal only 
with 





village 

co-operative 





co-operative 

societies. - . 





societies. 


1. Bhagwanpnra 

. 


■ . ■ • ■ ... .. 

. 39 


2. Bagar 




28 

i 

3. Balad 

. 



48 

13 

4. Sanadh 

. 



30 


5. Bawatmal . 




14 


6. Nay ran 




7 

tM 

7. Dansarian . 




1 

* * # 

8 . Sarana 




15 

2 

9. Banjari 




11 

... 

10. Galti . V . 




14 

... 

11. Bar . . 




19 


12. Lavera 




9 


13. Bajiawas 




17 

2 

14. Bupnagar 




11 

2 




Total 

. 263 

20 


108. Allegations having been made before the Commit- 
tee that several members of co-operative societies borrow 
„ , . from the mahajans to repay their 

±ive societies often take instalments to societies^ the JtLXtra 
foam from outside their Assistant Commissioner, Merwara, 
sociey ' was requested to make a detailed en- 

quiry into the matter in a few villages, and the result shows 
that even such cases are unfortunately far too common. 

In Delhi the position appears to be no better. Of the 
five typical village societies selected for enquiry by the 
Inspector of Co-operative Societies, in not a single society 
are all the members free from the sahukar’s debt; in one, 
.not a single member is free of sahukar’s debt; in the 
remaining four only 11 members out of a total 110 are in 
that position. Taking the five societies together only 11 
out of 130 members, or only 8'4 per cent., are independent 
of outside financing. Further details of the results of this 
interesting enquiry are summarised in the following table 
submitted to the tiommittee by the Inspectors of Co-opera- 
tive Societies, Delhi : — 
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Analysis of intensive surveys in 9 villages of Delhi sug- 
gests that the actual position in the whole province is prob- 
ably very much worse as the following figures will show : — 


Villages. 

No. of those who 
b arrowed from 

No. of those who have- 
bom wed exclusively 

c -operative 
societies. 

fri m e- .--operative 
societies. 

1 . Nangloi Sayyad . 

22 


2. Shakpnr Jat 

30 

1 

8 . Hanz Rani . 

71 

3 

4. Raj p nr Klnird 

12 

1 

5. Nagli Sakravti 

23 

1 

6 . Silampur 

12 

. 

7. Masjicl Moth 

9 

1 

8. Jonapur 

19 


9. Jafarpur Kalan . 

43 

Total . 241 

~~ 7 

other words, only 29 per cent, are free from outside 


debt. 

109. Not only are an overwhelming majority of mem- 
bers of co-operative societies indebted to creditors other 
than their societies, but the bulk of the 
Outside debt of the 'debt they owe is due to these outside 
SocTetiol ° °' operB1Te creditors. The statement supplied to 
us by the Registrar, Co-operaive Socie- 
ties, Ajmer-Merwara, and reproduced on pages 36-38, 
shows that the outside debt of the members was 
Rs. 30,73,172 as against Rs. 14,81,961 owed to co-operative 
societies. 

Much the same impression is produced on the mind by 
a glance at the following figures, taken from the intensive- 
surveys of some villages in this province : — 


(lysis of the debt of the members of the Co-operative 

Societies. 

Total amount Amount, bon owed from 

Villages 

borrowed by co- 
operative members. 

the co-operative . 
society. 

1. Rhagwanpura 

37,052 

5,893 

2. Bag*.ii 

23,300 

5,55« 

3. Balacl 

27,730 

17,120 

4. Banadh 

26,284 

7,279 

5. Rawatraal 

15,771 

858 

6. Nay ran 

8,140 

7,195 

7. Dansarian 

. 701 

200 

8. Sarana 

6,622 

2,192' 

9. B ail jar i 

10,859 

1,124 

10. Galti 

8,400 

2,487 

11. Bar . 

14,789 

2,454 

12. Lavera 

16,928 

4,900 

13. Rajiawas . 

12,299 

4,467 

14. Rupnagar 

6,055 3,110. 

Total . 2,14,930 64,935 

Percentage to total 30-2* 
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The share of co-operative institutions in financing their 
members appears to be considerably lower in Delhi as the 
following figures taken from intensive survey of 8 villages 
show : — 


Villages. 

Number and 

PERCENTAGE TO 

TOT All OP FAMILIES 
WHO HAVE BORROWED 
FROM CO-OPERATIVE 
v SOCIETIES. . 

Total 

indebtedness 
of these 
families. 

Average 
indebtedness 
per family. 

' ■.'Ambunt' . 
borrowed 
, from 
.. co-operative 

.'"Percentage':: 
of loans f rom 
co-operative 
" societies 
to total. 


Number 

Percentage. 







RS. 

Its. 

RS. 


I. 'ISfanglol-Sayyud'' . 

22 

61*1 

25,906 

1,245 

4,486 

17*3 

2.; Shahpur'Jut' , 

30 

21*6 

76,787 

2,559 

5,832 

7*6 

3 . N angli-Sakra vti . 

' 28 

35*3 

19,186 

834 

6,634 j 

84*5 

4, Jonapur 

19 

28*3 

32,057 

1,687 

3,032 

9*4 

5. Hams Rani » 

' 71. 

54*6 

. 47,750 

672 

6,112 

■ 12*8 

6. Masjld Moth 

9 

13 

33,685 

' 3,742 

3,760 

■ 11*1 

7,Silnmpar 

12 

| 24 

14,550 

1,212 

1,250 

8*5 

Raj pur Khun! 

12 

38*7 

11,092 

9*24 

’ 2,480 

22*4" 

Total 

198 

34*6 

2,61,013 

1,318 

38,592 

12*8 


The latest haisiyat statements of co-operative societies 
in Delhi indicate a somewhat higher proportion of society’s 
debt to the total debt of members, the total debt being 
Rs. 14,76,440, or Rs. 896 per member, of which societies’ 
loans amount to Rs. 5,93,528, or Rs. 106 per member. In 
other words, the co-operative movement even on its own 
showing finances its members to the extent of only 26‘7 per 
cent, ox their total indebtedness. 

The foregoing criticism should not be understood to 
imply a suggestion on our part that more rapid progress 
should have been made anyhow. A mere increase in num- 
bers or in the amount of loan per member means nothing, if 
it is brought about at the expense of the soundness of the 
co-operative movement. In fact, as our observations in the 
next two chapters will show, we are entirely in favour of 
cautious, rather than rapid, growth. These figures, how- 
ever, lead ,us to the conclusion that if the movement is to 
continue on sound lines, it must take a very long time before 
it can draw a majority of “ people of limited means” 
within its orbit, and that therefore it is futile to expect 
that an early and rapid improvement in banking and credit 
facilities can take place through the agency of the co-opera 
tive movement alone. 
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CHAPTER XII. 

Defects in the Co-operative Institutions. 

110. The co-operative movement cannot be judged? 
merely by the numerical strength of its members or socie- 
ties; it has to satisfy the much higher 

operXelsSife* standard of co-operative ideals and 
practice. The essential foundations’ 
of the movement are mutual help and mutual control ; and 
the officials of the Co-operative Department who appeared 
in evidence before the Committee have frankly admitted' 
that much remains to be done before these essential prin- 
ciples are fully grasped and followed by members of the 
co-operative societies. Among the other common defects in* 
the co-operative credit societies, enumerated by persons 
connected with the co-operative movement, are : — 

(1) Selection of dishonest and highly indebted 

members. 

(2) Insufficient attention to previous indebtedness of 

members. 

(3) Selection of selfish, partial and irresponsible* 

members of the managing committees. 

(4) Lavish borrowings by committee members. 

(5) ITnpunctuality in repayments. 

(6) Inability of members to manage their societies- 

independently of the help of the staff. 

(7) Absence of honorary workers, and the inadequacy 

of the co-operative staff. 

(8) Unwillingness to take prompt and stern action 

against defaulters. 

(9) Lack of proper supervision over societies. 

(10) Dilatory liquidation of bad societies. 

111. On the deposit side the movement has not shown 
any appreciable development. The co-operative central 

De osits banks are undoubtedly able to attract 

■ ep0S1 s ' outside deposits, but except in Ajmer- 

Merwara, far too large a proportion of these outside 
deposits comes from local bodies, officials, institutions and 
minors, due largely to a widespread feeling that Govern- 
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tnent is in some way responsible for the safety of the 
depositors’ money. In the North-West Frontier Province 
out of a total of Rs. 1,49,946 on account of deposits and 
borrowings of the Central Co-operative Bank, Hazara, in 
1928-29, as much as Rs. 1,27,254 were deposits from Muni- 
cipal Committees, District Boards and Notified Area Com- 
mittees. In the Delhi Central Co-operative Bank, .the de- 
posits of local bodies amounted to Rs. 3,03,009 out of a total 
of Rs. 6,69,534 in 1925-26, to Rs. 3,33,000 out of a total of 
Rs. 10,33,284 in 1926-27, to Rs. 3,78,600 out of a total of 
Rs. 10,76,214 in 1927-28, and to Rs. 3,64,000 out of a 
total of Rs. 11,21,451 in 1928-29. None of these central 
banks is a balancing centre for its affiliated societies, the- 
proportion of deposits from primary societies being every- 
where negligible or nil. Members’ deposits are compara- 
tively too small. In 1928-29, the members’ deposits in the 
Delhi Central Co-operative Bank amounted to only 
Rs. 57,935 out of a total of Rs. 11,31,451, i.e., only 5-2 
per cent, of the total. In 1927-28, individual members, 
societies and central banks taken together had only 
Rs. 44,600 deposited in the Central Bank out of a total' 
deposit of Rs. 10,76,215. In 1926-27, the deposits of in- 
dividual members, societies and central banks aggregated 
only Rs. 36,138 out of a total of Rs. 10,33,284. In 1925-26, 
the members’ deposits in the Delhi Central Co-operative 
Bank were nil. The position in the primary agricultural 
credit societies of Delhi is distinctly worse. Out of a 
total working capital of Rs. 7,47,620 lakhs in 1928-29 the 
deposits amounted to only Rs. 32,840 and members’ deposits 
to only Rs. 2,249. Only 5 societies out of 234 agricultural 
credit societies are independent of the Central Bank’s loans. 
In this respect the non -agricultural credit societies of 
Delhi are certainly better. Out of a total working capital 
of Rs. 1,01,922 in 1928-29, the deposits amounted to 
Rs. 50,001, of which as much as Rs. 37,584 were deposits 
from members. On the whole, the funds in the movement- 
represent urban rather than rural savings and the deposit 
side of the activities of rural societies has a heavy leeway 
to make up. 7 . : . : . 7 . iy ; 

Much the same observations apply to the co-operative 
movement in Ajmer-Merwara. Deposits from the central 
banks and societies formed only ’6 per cent, of the working 
capital in 1924-25, 2‘3 per cent, in 1925-26, 2-8 per cent. 


in 1926-27, and 5-7 per cent, in 1928-29. On the 31st 
December 1928, the deposits by primary societies in the 
Beawar Central Co-operative Bank amounted to only 
Rs. 3,463 against deposits by individuals amounting to 
Rs. 42,138. In the Ajmer Central Co-operative Bank the 
savings bank deposits on 30th June 1928 were nil; and 
the current account deposits of primary societies were 
Rs. 15,013; while the fixed deposits of non-agrieultural 
societies amounted to only Rs. 73,103, and those from 
individuals aggregated Rs. 8,01,869. In the Nasirabad 
Central Co-operative Bank the deposits from primary 
societies, whether current or fixed, amounted to only 
Rs. 7,032 against a total working capital of Rs. 1,12,990 
on the 30th June 1929. It is clear that the central banks 
of Ajmer-Merwara including the Ajmer Central Co- 
operative Bank, which occupies almost the position of a 
provincial co-operative central bank, are almost wholly 
financing institutions rather than balancing centres for 
their affiliated societies. 

In the agricultural credit societies of Ajmer-Merwara 
deposits constitute a very small proportion of the working- 
capital, and members’ deposits are almost negligible. The 
deposits from members and non-members taken together 
amounted to only Rs. 68,269 or 4-2 per cent, of the working 
capital in 1924-25, to Rs. 54,629 or 3'0 per cent, of the 
working capital in 1925-26, to Rs. 47,203 or 2-8 per cent, 
of the working capital in 1926-27, to Rs. 39,612 or 2‘5 
per cent, of the working capital in 1927-28, and to 
Rs. 39,287 or 2'4 per cent, of the working capital in 
1928-29. Thus not only the proportion of deposits to the 
working capital has been declining steadily but even the 
aggregate amount in 1928-29 is substantially less than the 
total deposits in 1924-25'. Members’ deposits declined 
from Rs. 18,165 in 1924-25 to only Rs. 4,816 in 1927-28, and 
constituted IT per cent, of the total working capital in 
1924-25, '8 per cent, in 1925-26, *5 per cent, in 1926-27, 

•3 per cent, in 1927-28, and IT per cent, in 1928-29. The 
position is distinctly worse in the North-West Frontier 
Province. In 1928-29 the deposits from members amount- 
ed to only Rs. 724 and those from non-members aggregated 
only Rs. 1,309, out of a total -working capital of 
Rs. 2,12,670 for the agricultural credit societies. 
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112. One of the most important services that the agri- 
cultural co-operative credit organisations can perform in 
the rural economy of India is the 
ganizations a^agencies for development of the habit of thrift 
developing habits of among their members. The growth of 

members’ deposits and of the various 
items of owned capital is indicated in the following tables 
compiled from official statistics relating to agricultural 
credit societies : — 


Agricultural Credit Societies. . 

Ajmer-Menvara. 
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Agricultural Credit Societies. 
North-West Frontier Province. 
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It will be noticed that in neither of the three Areas has 
there been any growth, worth speaking of, in the deposits 
per member. In Ajmer-Merwara even the share capital per 
member has declined slightly. It is only the reserve that 
shows steady growth. Increase in paid-up share capital 
is no real indication of the growth of habits of thrift 
among members; it is really an indication of a desire for 
more borrowing. Increase in the reserve is due not to the 
progress of thrift but to the substantial margin between 
the borrowing and the lending rate of societies and at best 
to economy in the management of the societies. The real 
index of the growth of the habit of thrift is the increase 
in deposits from members, and this in all the three Areas 
is disappointing, to say the least. Even the growth of 
owned capital per member cannot be regarded as satisfac- 
tory if the indebtedness per member has, as we shall have 
occasion to prove later on, actually increased. 

113. In a previous chapter we have already shown that 
a large percentage of the total loans advanced by agri- 
cultural co-operative societies has in 

for tong^Suod^olnslo re0ent >' earS 53(3611 g raDted f ° r P Ur P 0SeS 
a certain extent by the for which loans are really required 
co-ope.afiTe credit agen- e jtJ ler for long terms or for inter- 
mediate periods. The bulk of the 
financing of the agricultural co-operative credit societies is 
done by the co-operative central banks whose main source 
of funds are the deposits from members and non-members. 
In none of the central banks in the Centrally Administered 
Areas the period of fixed deposits exceeds 3 years and the 
bulk of the deposits are generally for not more than one 
year. Short period funds are thus being used to a certain 
extent for purposes for which funds are really needed for 
long periods or intermediate terms. No attempt seems to 
have been, made to restrict loans for purposes, which are 
likely to ’tie up funds for terms much longer than the 
average term of deposits, to the strict limits of owned 
capital. The failure to distinguish between short term and 
long term loans and between short period deposits and 
long period funds, is likely to create in any crisis a rather 
serious situation in the co-operative movement. 

114. The Audit Reports of the Central' Co-operative 
Bank, Delhi, disclose many other unsatisfactory features 
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of the working of the co-operative movement. In far too 
many societies, the loans advanced by 

mum Credit limit 'over" central bank have exceeded in some 
dues, etc. 1 ' years the maximum credit limit fixed 

by the Registrar, in spite of the 
auditor’s admonitions; in a, large number of societies no 
recoveries have been made in 1928-29; the recoveries made 
in 1927 were also poor; the amounts realised from societies 
under liquidation have been generally disappointing; the 
doubtful debts of the central bank have been increasing 
since 1926; fictitious entries are not uncommon, and the 
provision for depreciation in the market value of Govern- 
ment securities is only |rd of their actual depreciation 
during the latest year for which co-operative statistics are- 
available. 

The position in Ajmer does not seem to be very much 
better. The auditor of the. Ajmer Central Co-operative 
Bank points out, in his reports for the years 1924-25, 

1925- 26 and 1926-27, that there are several societies which 
have been given loans beyond their maximum credit limits, 
and brings out, in his report for the year ending the 30th 
June 1927, five clear cases in which loans had been given 
to societies although the overdue loans against them already 
exceeded their maximum credit limits in the preceding' 
year. The auditor of the Beawar Central Co-operative 
Bank, in his report for the year ending the 30th June- 
1923, states that the reason why so many societies had 
gone into liquidation was that loans had been given to 
them over and above their haisiyat. In his report for' 

1926- 27, the warning is repeated with a special mention 
of 10 societies which had been advanced loans beyond 
their maximum credit limits. The auditor of the 
Nasirabad Central Co-operative Bank, in his report dated 
the 16th August 1924, mentions as many as 59 societies 
which had been granted loans in excess of their maximum’ 
credit limits. As early as 1923, the auditor of the Ajmer 
Central Co-operative Bank complained of the inadequacy 
of recoveries and of the widely prevailing habit among the- 
societies of not repaying according to promises. Right up 
to the end of 1926-27, the auditor could not find a register 
giving him precise information as to the extent of overdue 
loans of the Ajmer Central Co-operative Bank. In his 
report for the year 1922-23 the auditor of the Beawar 
Central Co-operative Bank named 60 societies which: 


had not even paid interest/ and as many as 71 socie- 
ties which had not repaid the principal regular- 
ly. The complaint was repeated, in the Audit Report of 
1923-24, that quite a large number of societies had not 
paid their principal and interest and that recoveries made 
were very small. In the Audit Report of the Beawar 
(Central Bank for 1927, 50 societies are named which had 
paid nothing towards the principal, and in 1928-29 
the auditor continues to give warning that 51 societies 
had not paid anything towards the principal and 
that 5 of them had not paid even the interest due by 
them. The complaints of the auditor are particularly 
bitter about the balances due from the liquidated societies 
and as late as the end of the year 1927-28 the amount due 
from the liquidated societies to the Ajmer Central Co- 
-operative Bank was Rs. 1,55,601. In the case of the 
Beawar Central Co-operative Bank, the dues from the 
liquidated societies had been steadily mounting up from 
Rs. 83,220 in 1922-23 to Rs. 97,478 at the end of 1925-26, 
•and to Rs. 1,34,679 at the end of the year 1928-29. An 
.attempt was made by the central bank to provide funds for 
wiping out the interest due from these liquidated societies 
but the provision made fell short of what was required by 
as much as Rs. 15,642 as late as the end of the year 1928-29. 

In Delhi, out of 240 agricultural societies 7 were under 
liquidation on the 20th February 1927, while 196 showed 
•over dues of interest, only 37 being free from these over- 
dues. Out of 27 non-agricultural societies, 8 showed over- 
dues on the 20th February 1929, while out of the 81 agricul- 
tural societies at Ballabgarh, as many as 76 showed over- 
dues on the 28th February 1929. 

The actual situation is most likely very much worse 
than what is disclosed by the amount of these overdoes 
:since the overdues are calculated with reference to the 
kistbandi which is revised every year and not with refer- 
ence to the promise or stipulations made in the original : 
loan application. 

Since the bulk of the deposits in all the central banks 
are either for one year, or two years at the most, heavy 
overdues of the principal and interest for successive years 
•can at any moment become a serious menace to the stability 
-of the movement. The failure of the co-operative central 
banks to take prompt and sufficient steps for recoveries of 
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overdues is due to many causes, the most important among 
them being a widely prevailing misconception as to the 
rights and duties of the central bank, an exaggerated sense 
of security based upon a wrong impression as to the implica- 
tions of unlimited liability of persons whose annual asset 
is protected by protective legislation like the Punjab Land 
Alienation Act, a persistent belief that it is the business 
of the Co-operative Department to recover central bank’s 
dues, the failure to distinguish between long and short 
term business and the self-deception induced by the fact 
that all loans given by the central banks are nominally 
repayable on demand, though they are never intended to be 
so, or ever treated as such, in actual practice. 


115. The ' evidence of co-operators is practically 
unanimous to the effect that the representatives of agri- 


: Representation of the 
agricultural societies, on 
the management of the 
Central Banks. 


cultural credit societies on the central 
bank exercise practically no influence, 
on the policy or the general working of 
the central banks, either because of 
ignorance and incompetence or because of indifference ; and 
it appears that neither the affiliated societies nor their re- 
presentatives on the central bank realise that by their 
heavy overdues they are jeopardising. the fate of an institu- 
tion which is mainly owned and controlled by them and 
which has been established especially to assist them. 


116. Tn spite of a very substantial margin between the 
lending and the borrowing rate, the annual additions to 
the reserve, or even the total amount 
Annual additions to the 0 f the reserve, is in some cases far too 
Central Banks. small as compared with the total 

amount outstanding. In the case of 
the Delhi Province Central Co-operative Bank the annual 
addition to the reserve was only -18 per cent, of the total 
working capital in 1926, -21 per cent, in 1927 and -28 
per cent, in 1928-29. The total amount in the general 
reserve fund was only -6 per cent, of the total liabilities 
on the 31st August 1927, -8 per cent, on the 31st August 
1928, and 1-4 per cent, on the 31st August 1929. In the 
Ajmer Central Co-operative Bank there has been all 
along a margin varying between 3 to 6 per cent, 
between the borrowing and the lending rate, and yet the 
annual addition to the reserve works out on an average 
at about -35 per cent, of the working capital, in spite of 



the fact that 3 lakhs of it was the owned capital of the 
central bank. 

117. By far the worst feature of the present situation 
in the organisation of the central co-operative banks in the 
Centrally Administered Areas is the 
feeli “g of irresponsibility among its 
officials and managing bodies for any- 
thing that goes wrong. In theory the Co-operative Depart- 
ment is responsible for nothing except propaganda and 
audit ; in practice it does everything. None of the Secre- 
taries or ex-Secretaries of the central banks who tendered 
evidence before the Committee seemed to realise that the 
management of the central bank was entirely responsible for 
all its internal working, and that while the central bank had 
no right to dictate to primary societies the amount to be 
lent to individual members, it was not only within its 
right to make its own enquiry into the financial status of 
a society, but that it would be failing in its duty if it 
did not ask for inspection of any of its affiliated societies 
whose soundness it had reason to doubt. They all seemed 
to be labouring under the misapprehension that the 
Co-operative Department denied the central bank's right to 
know for what purpose a loan was required by the society, 
when and in what instalments the borrowing society ex- 
pected to repay the loans applied for, to refuse a loan for 
any purpose which appeared to the management to be un- 
sound or objectionable when once the officials of the Co- 
operative Department had recommended it, to demand 
full information whether the repayments were made out of 
earnings or out of fresh loans, or in the last resort to 
request the Begistrar to liquidate any society which seemed 
to be unable or unwilling to pay its debts to the central 
hank. How anomalous and dangerously irresponsible a 
position the central bank actually occupies is clearly 
brought out in the following extract from the oral 
examination of the Secretary, Ajmer Central Co-operative 
Bank : — - . y b' : : 

11 Q. 1965. Prof. Chahhmi : L first take your answers to the special ques- 
tionnaire. In granting loans lo agricultural societies you state that yon take 
action on the recommendation of the Co-operative Inspectors within the maxi- 
mum credit limit fixed for each society. Tn the determination of the maximum 
credit limit you have no share, nor is your approval required? — No. 

Q. 1966. In granting loans you lave no discretion, nor can you exercise 
your discretion in refusing or accepting the recommendations of the Co- 
operative Inspectors? — We have no discretion. r/ ; j 
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Q. 1967. In the matter of recoveries you state that the recoveries are* 
made by the Inspectors and their staff. Have you any control over the* 
Inspectors or their staff? — -No. 

Q. 1968. Have you any means of putting any pressure ' on the societies 
in the matter of recoveries except through the Inspector or the Registrar 
of Co-operative Societies? — We write only to the Registrar. 

Q. 1969. But you have neither your own staff nor any other means 
open to you for recovering your own money? — We have got our supervisor* 
for bad and liquidated societies. 

Q. 1970. But that is only when a society is reported to be bad or 
liquidated; ordinarily you have no means of putting any pressure in the* 
matter of recoveries? — No, except to write to the Registrar. 

Q. 197.1. You also state that so far as the calls for repayment at each; 
crop ar© concerned, they are prepared by the Inspectors without any refer- 
ence to you? — Yes, 

Q. 1972, You make the allegation that no regard is paid by these Inspec- 
tors to the promises made by the societies to the Central Bank at the 
time of their application ?~Yesi. : ^-.- . 

Q. 1978. You state again in replying to question 4 that your bank merely 
plays the part of a cashier?— Yes. 

Q. 1974. I want to ask you in view of what you have told us just now 
whether the representatives of the rural, societies on the directorate take* 
an intelligent interest in the affairs of the bank? — No, because they are 
illiterate. 

Q. 1976. .Does the Central Bank really do anything, so far as governing: 
is concerned, except to pay money? — It plays the part of a cashier. 

Q. 1977. Is it all the control that the Central Bank exercises over the’ 
operations of rural societies? — Yes. 

Q. 1978. In the matter of urban societies is your control greater?—’ Yes r 
we deal with them direct. 

■Q. 1979. Without reference to the Inspector or to the Registrar? — 

Yes. 

Q. 1980. You have a voice in the determination of the Kistbandi of 

the limi-agricultural credit societies?— Yes. 

Q. 1981. In the case of these non-agri cultural societies, you have got' ' 
also a voice in determining what amount of loan you should give? — Yes. 

Q. 1982. That voice is not the voice of the representatives of the urban* 
societies on the directorate ? — Yes. 

Q. 1983. In other words, you are governing non-agrieu Itura l societies 1 
without giving them any voice in the management of the Central Bank? — 
There are 8 directors who are urban and 4 who are agricultural. 

Q. 1984, Then the position is this, that in the case of agricultural 

societies whose representatives are on the bank’s directorate you have no 

control, and in the case of non-agri cultu ral societies whose representatives 
do not sit as representatives you exercise control. So over urban societies 
you exercise more control than you exercise over th© societies whose repre- 
sentatives are on the directorate. Is that the position ?— Yes. 

Q. 1985. There are several points in Question Nos. 1 and 2 of our 
special questionnaire to which we have got no answers from you. For 
Instance, you have not said anything about long or short term loans? — 
I have told you that in granting loans we have no means of knowing' 
whether a loan should he given or not; we have no say in the matte] 1 . 

Q. 1986. Even in determining the period for which the loan should he* 
granted? — No. 

Q. 1987. What proportion of the loans granted to rural credit societies- 
during the last three years was recovered by instalments? — We cannot know. 
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Q. 1988. You at least know the amount that the Registrar or the 
Inspector asks for particular societies'; and the total number of instalments 
in which the amount is to be repaid, etc. ? — How can we know? We know 
nothing of these instalments. 

Q. 1989. You have nothing to judge by? — No. 

Q. 1990. Please state the amounts of outstanding loans of rural credit- 
societies repayable in 1929, 1930, 1931, the., in 1928 and after 1928?-—’ We 
cannot give this information, 

Q. 1991. Do you mean to tell me that you do not know what your"' 
position will be after five years or so? — We simply advance money to the 
rural societies up to the maximum credit limit. 

Q. 1992. There is nothing in the books of the bank to show what your 
position will b© during the next two or three years? — We have got no such 
information in the bank. 

Q. 1993. You don’t know your position' as to how much in the normal- 
course of things you expect to get back every year? — There is nothing in. 
our books to give this information. 

Q. 1994. You also don’t know the purpose for which the loans were 
granted ? — -We don’ t know . 

Q. 1995. In submitting the recommendation that a loan should be granted 
for two or three years and be made repayable by so many instalments, 
are the reasons on which the recommendation is made stated? — No, only 
the loan application is sent. 

Q. 1996. In answer to Question 3 you have given us the figures of 
demands and recoveries. By demand you mean the demand as fixed after 
each crop and not the demand in accordance with their promise in their 
application? — No; the demand as fixed after the harvest. 

Q. 1997. Could you possibly say by these figures as to what the demand 
would have been if it had been in accordance with the promise? — I cannot 
say. 

Q. 1998. In the application there must have been a promise made? — 
All promises mad© in the applications are to make payment on demand. 

Q. 1999. Do you ever demand immediate payment? — No. 

Q. 2000. What is the object of these being made payable on demand? — 
The loan application is so worded that payment is to be made on demand. 

Q. 2001. It may be worded like that, but does it enable you to demand 
the money when you want it? — We see the borrower’s position. We have- 
never had occasion to demand immediate payment. We grant a loan 
and expect repayment in three or four years; that is all. Money is always 
corning in and going out. 

Q. 2002. How can you make your calculations unless at the time of 
granting the loan you know how much money will be actually locked up? — 
We do not know the number of instalments. 

Q, 2003. Bo that in the absence of such information you cannot possibly 
lay down a programme for four or five years ahead? — We cannot lay down 
any programme. We have surplus money in our hands always. We have 
got about 50 per cent, as our fluid resources. 

Q, 2004. If you had a regular programme, you could adjust your receipts 
and payments. In the absence of any such information, how can you 
know that so much is due to you on a given date so that you could for 
instance provide for the repayment of a deposit which matured on that 
date. You must have some such record? — If the depositors come, we will 
pay them back their deposits. 

Q. 2005, I put it to you that ' you owe some liability to your depositors. 
What provision do you .make for discharging that liability? I believe that, 
one year deposits constitute more than Jrd of the total deposits with you?—' 
We have got all the deposits for one year. 


228 


Q, 2006. Therefore towards your depositors you Have a liability to dis- 
charge at the end of one year but the liability of the societies to you is 
undefined. So you do not know whether, at a time of crisis, you can meet 
it out of the repayments ■ made to you ; you have to rely only upon your 
resources P — But we have got about 9 lakhs of deposits from outside. 

Q. 2007. Bo far m fresh deposits are received that is allright, hut} there 
is a liability on you, and for the discharge of that liability you cannot rely 
on so much money being repaid to yon at the end of the year by the 
primary societies? — No, Sir. We have got quarterly programme of our 
deposits. 

Q. 2008. It means the same thing as for a year. It means that in 
January, so much of the deposits are to be repaid, in February so much 
and so on. You have a liability and unless you adopt the system of ter- 
minating a deposit at a particular time the deposits may be repayable 
at any time of the year, while repayments by societies may not be in 
January, February, March, etc., etc.? — Repayments are made in May and 
June and in December and January. 

Q, 2009. In the month of May then you expect certain repayments to 
be made, but you cannot say definitely how much will be actually paid in 
the absence of anything to show what will be the amount of recovery in 
the month of May; you have to keep large fluid resources to meet the 
demand? — Practically we do not pay back our deposits. Our depositors 
never withdraw their deposits. 

Q. 2010. I am not contemplating the time when there is fair weather; 
you must be prepared for the rainy season and the storm as well. You 
keep your resources fluid not because of the fair weather, but because there 
may be bad weather. If you know what will be clue to you when the deposi- 
tor’s money has to be paid, the necessity of keeping a larger amount than 
is necessary to meet your payments will be less, because you will then 
expect some money to come to you at the time. You should not in your 
calculations omit your incomings in deciding how much you should keep as 
your fluid resource. Is that correct?- — Yes.” 

The general tenor of the evidence tendered by the Secre- 
tary and the ex-Secretary of the Central Co-operative Bank, 
Delhi, is almost identical in substance with the above. 


118. Has the movement actually reduced the indebted- 
ness of its members ? On this vital issue we have had some 
interesting material available for 
Ajmer-Merwara. Mr. Calvert states 
in the course of his inspection note of 
1929 that he made some enquiry in 18 
societies with the following results 


Has . the movement 
actually reduced the in- 
debtedness of its mem- 
bers ? 


— 

No. of 
mem* 
v berg. . 

Cultivated 

area. 

Value. 

Floating 

debt. 

Mortgage 

debt. 

Total, 

Society’s 

debt. 

Total of 
Cols. 5, 

6 and 8. 



1 ;~ 

’ 'BIghns. 

■- Rs. 

Rs. i 

' RS. | 

Es. 

Rs. ; ; / 

Rs. 


843 

8,143 

2,83,000 

1,41,000 

' $0,000 

2,21,000 

1,62,000 

3,83,000 

: Average,} ' per 
member. 


12*7 

440 

220 

125 

345 

. 253 

598 
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The Registrar of Co-operative Societies, Ajmer, was 
requested to favour us with a list of the names of the village 
societies selected by Mr. Calvert for enquiry; but he was 
unable to trace the necessary papers in his office. Fort unate- 
ly we have statistics of -a more general survey available in 
the report on the working of co-operative societies for the 
year 1919. It is stated therein that orders were issued to 
make a regular survey of the total debts of all the members 
of co-operative societies, which yielded the following 
results : — 
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'Todgarh Circle. In 1919 the outside mortgage debt per 
.member was Rs. 54-5 in the Ajmer Circle, Rs. 80 in the 
Beawar Circle and Rs. 135-2 in the Todgarh Circle; but 
in 1928-29 the corresponding figures are Rs. 1005 in the 
Ajmer Circle, Rs. 117-4 in the Beawar Circle, and Rs. 171-2 
in the Todgarh Circle. The mortgage money per big ha 
has increased from Rs. 23-9 in 1919 to Rs. 33 in 1928-29 
in the Ajmer Circle, while in Beawar it has increased from 
Rs. 35-6 per bigha to Rs. 51 per bigha in 1928-29, and in 
Todgarh it has increased from Rs.53-3 in 1919 to Rs. 60 
per bigha in 1928-29. In 1919 the outside floating debt per 
member was Rs. 176-8 in the Ajmer Circle, Rs. 104-6 in the 
Beawar Circle, and Rs. 92-8 in the Todgarh Circle; but in 
1929 this increased to Rs. 227 in the Ajmer Circle, Rs. 129-1 
in the Beawar Circle and Rs. 104-6 in the Todgarh Circle. 
The societies’ loans per member show during the same period 
.an increase from Rs. 14.6-7 per head to Rs. 196-4 in the 
Ajmer Circle, and a decrease from Rs. 161-2 to Rs. 150-7 
in the Beawar Circle and from Rs. 111-9 in 1919 to Rs. 87:8 
in the Todgarh Circle. The inference., therefore, is irresis- 
tible that during this decade the indebtedness of the 
members of the co-operative societies has really increased, 
.unless the assumption is made that the co-operative move- 
ment has admitted more heavily indebted members into the 
movement during recent years — an assumption so contrary 
to the general tenor of every subsequent report on the work- 
ing of societies in Ajmer-Merwara. The situation is parti- 
cularly disquieting in the Beawar and Todgarh Circles 
where the indebtedness to the societies is decreasing while 
the outside indebtedness is increasing. 

Similar statistics are not available for comparison in 
Delhi; but the Inspector of Co-operative Societies was 
requested to make a detailed enquiry into 6 out of the 12 
villages selected for intensive survey. The general result 
of the comparison between the indebtedness of the members 
of co-operative societies at the time when they joined the 
societies and their present indebtedness is summarised in 
. a tabular statement given below : — 



Co-operative Societies, Delhi Province 



N.B . — One member of Masjid Moth Society had neither any debt at t he time of admission nor has he at present. 
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These figures raise a presumption that the situation in 
Delhi is not materially different from that in Ajmer- 
Merwara and that the co-operative movement has in no 
way reduced the indebtedness of its members. 



CHAPTER XIII. 

Kr.COM MEXDAT10NS REGARDING Co-OPERATI VE MOVEMENT 

in Rural Areas. 

119. The preceding review of the co-operative move- 
ment in the Centrally Administered Areas makes it plain 

Consolidation of the that except in the North-West Frontier 
movement the desitkro- Province what is urgently needed is 
not so much expansion of the move- 
ment as consolidation of the ground already covered. 
The .Registrar of Co-operative Societies, Ajmer-Merwara, 
stated in his evidence that it was excessive financing 
of the members and societies that demanded special atten- 
tion at the present stage, and the secretaries of the 
Ajmer Central Co-operative Rank and the Delhi Central 
Co-operative Bank both admitted that the credit limits of 
the societies had already been reached and that the central 
banks had more funds than could safely and profitably be 
employed in financing the movement in these provinces at 
present. And yet side by side with this phenomenon of 
surplus funds, not only the indebtedness of the oo-operative 
members continues to increase but their dependence on 
outside financing agencies for the satisfaction of their 
economic needs shows no signs of being- eliminated in the 
near future. The mechanical progress of the movement is 
clearly far ahead of the spread of co-operative education 
among the members and societies in the rural areas. We 
are, therefore, of opinion that it is necessary to increase 
the strength of the co-operative staff in order to attend 
to the vital need of inculcating co-operative principles 
among the members, and that while the formation 
of new societies in the rural areas of Ajmer-Merwara 
and Delhi should not cease altogether — in fact some 
of us would like to see a co-operative society estab- 
lished in each and every village— the efforts of all 
workers in the co-operative movement, officials as well as 
non-officials, should, for some years to come, be particularly 
directed to the rectification and consolidation of the exist- 
ing co-operative credit societies and the improvement in the 
economic position of the individual members. 

We hope that, with improvement in the quality of both 
members and societies, the surplus funds in the central 

i 2 
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banks will tend to disappear ; but should this for any reason 
be delayed, we see no justification for the central banks to* 
accept more deposits than they can profitably employ in 
the movement within their respective provinces and thus to 
divert funds to other provinces or to invest them in Govern- 
ment securities beyond what is necessary for fluid 
resources. We are convinced that there is ample scope for 
employing urban savings in the financing of urban trade 
and industry or in .increasing credit facilities for the poorer 
sections of the urban communities in the cities of Delhi 
and A j mer-Merwara . 

These recommendations cannot, for obvious reasons, 
apply to the North-West Frontier Province where the 
movement in the rural areas is yet in its infancy and needs 
expansion, but we trust that the co-operative workers in 
that province will, while spreading the co-operative move- 
ment, pay due regard to the lessons to be drawn from the 
experience of Delhi and A j mer-Merwara. 


120. In a previous chapter we have already called atten- 
tion to the dangerously irresponsible position taken up by 
the central banks in Delhi and Ajmer- 
opeStive° n cSi Banks.' Merwara. If the movement is to be a 
living force, guided and controlled by 
non-officials, this state of affairs must clearly cease. It is 
a serious matter that the secretaries of central banks who 
have managed them for 10 to 20 years should be labouring 
under the misapprehension that the central banks possess 
no power of initiative in regard to their own financial opera- 
tions and are merely institutions for registering the decrees 
of the Co-operative Department. We are, therefore, of 
opinion that a central bank’s right to inspect its affiliated 
societies in the interest of its own financial safety and 
soundness should be clearly and unambiguously acknow- 
ledged by the Department. In view of the fact that the 
supervisors in the Centrally Administered Areas are 
virtually under the control of the Department and not under 
that of an independent union or federation of societies, and 
that these central banks are not so much balancing centres 
and clearing houses for affiliated societies as financing 
institutions which command funds, not because of the stand- 
ing of the affiliated societies in the market but because of 
their own reputation for good management and safe busi- 
ness, we are inclined to go further and hold that a central 
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bank, in these peculiar circumstances, is fully justified in 
claiming an ultimate and residual power to safeguard its 
financial interests in every possible way and appoint inde- 
pendent supervisors, if in the interests 'of its own safety or 
the financial soundness of the movement, it considers it 
necessary to do so. This undoubtedly means expense ; but it 
is the business of a central bank to consider whether the gain 
is worth the cost. The only alternative to this is control by 
a living federation of societies and not control by Govern- 
ment officials in financial matters. Till a really living and 
independent federation becomes possible in these Areas, the 
central banks should not be allowed to evade their responsi- 
bility for good management of their finances by advancing 
the specious plea that they do everything according to the 
recommendations of the departmental officials and that 
their responsibility ceases as soon as they have obeyed what 
they consider to be virtually orders of the Co-operative 
Department. 

We fully recognise that it will be impossible for a cen- 
tral bank to discharge its legitimate functions indepen- 
dently of the Co-operative Department without a 
considerable improvement in its management. To 
stimulate greater interest and greater sense of respon- 
sibility in societies affiliated to the central bank we 
consider it advisable to disqualify from voting at 
general meetings the representatives of societies which 
are in default of the instalments due to the central 
bank; and in order to strengthen the non-official trained 
element on the management, we recommend further that 
central banks should be allowed to co-opt to the board 
of management, whenever they consider it necessary, at 
least two non-official members who have special knowledge 
of co-operation or banking, such co-opted members having 
no right to vote. Our colleague Lala Bal Kislien objects to 
admitting outsiders as co-opted members. 

121. We have already drawn attention to the disap- 
pointing recoveries made' by the central banks in Delhi and 
Ajmer-Merwara and the growing 
recoveries. serious position regarding overdue 

loans in these provinces. Much of the confusion is, in 
our opinion, due to the failure to distinguish between short 
period, intermediate and long period loans. We, therefore, 
endorse the recommendation of the Madras and the Central 
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Provinces Committees on Co-operation that a clear_ distinc- 
tion should be made between crop loans repayable in whole 
out of the following harvest unless crops fail and long term 
loans repayable in instalments over a period of years out 
of the annual savings of the borrowers, and suggest that 
with a view to enforce the recognition of this distinction 
separate application forms and separate promissory notes 
be insisted upon both in the primary societies and central 
banks, and the central banks be required to keep separate 
ledgers and make separate entries for each in their balance 
sheets. Apart from affording a proper check on overdues, 
this will, we expect, have far-reaching effects on co-opera- 
tive finance, inasmuch as it would facilitate the creation 
of short period agricultural paper for discount by indi- 
genous bankers and joint stock banks and for rediscount 
by a central Reserve Bank, when it is established. It 
would link co-operative banks with the general system of 
banking in the country, and place at the .disposal of the 
co-operative movement ample funds at cheap rates for 
financing crop production during the season which, though 
a busy one for agricultural production, is a slack one 
■generally for trade and industry in the country. 

We recommend further that loans, which are overdue as 
compared with the promises made in the pro-notes or in 
the applications for loans by the primary societies or state- 
ments made in the resolutions passed by primary societies 
at. the time of making an application for loans, should be 
transferred to a separate ledger, and that the affiliated 
societies should be required to submit to their central bank 
reports on these overdues two months before each harvest. 

We consider it only proper that the resolution of each 
affiliated society, stating that the loan for "which it has sub- 
mitted an application to the central hank will be paid back 
within a specified number of years, should always be com- 
municated to the central bank so as to enable it to make an 
estimate, which may be subsequently revised at each har- 
vest, of the amount of outstanding loans repayable to it in 
each year. 

In order to stimulate efforts to improve the quality of 
societies, particularly in the matter of recoveries and over- 
dues, it would in our opinion be worth while for the central 
banks to discriminate in favour of societies of better 
•quality in the matter of interest charges. This is already 
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done to some extent in Ajmer-Merwara and Delhi, and we 
recommend that the system should be extended further. 

122. In the case of primary agricultural credit societies, 
part of the trouble seems to arise from inadequate appre- 
ciation of what a co-operative credit 

inadequate apprecia- society can do and what it cannot possi- 
credit can achieve. bly hope to achieve. Under the exist- 
ing methods of farming and general 
conditions affecting agricultural production it is not pos- 
sible for a co-operative credit society, however sound it 
may be, to save from involvency those whose average 
animal income, during a cycle of good and bad years, is 
less than the total of the average necessary annual expendi- 
ture, interest on debt, estimated at the lending rate of co- 
operative societies, and a reasonable annual contribution 
towards repayment of debt, . say in 20 to 30 years. 
It is essential, therefore, for the success of the co-operative 
credit movement that care should be taken by primary 
societies to make intensive enquiries into the whole economic 
position of the applicants for admission, and exclude 
persons who cannot repay their debts out of the proceeds 
of their crops in the case of short term loans, and out of 
their savings in the case of long term loans, or who cannot 
be made solvent by lowering the rate of interest or decreas- 
ing their unnecessary expenditure or by improving their 
character by mutual control. In the case or an ordinary 
commercial bank it is the assets or the property, rather 
than the surplus income, that is the basis of credit, as an 
ordinary commercial bank does not care whether the 
borrower is obliged to sell his assets in order to repay his 
loan ; but in the case of a co-oj>erative credit society it is the 
surplus income rather than the assets that should form the 
basis of the borrower’s credit, for a co-operative credit 
society fails in its purpose if the borrower is obliged to sell 
his assets in order to repay his loan. It should, therefore, 
be obligatory on co-operative credit societies to make a 
thorough investigation into the economic position of its 
borrowing members. 

123. Since the deposits both in the primary societies 
and their financing institutions are generally” for short 

_ , . . , periods of time, it is desirable to res- 

eno s o cans. trict the scope of the ordinary credit- 

society mainly to short term credit which may include 
crop loans as well as loans given for not more than 2 or 3 
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years in special cases. Statistics relating to the amounts 
borrowed for various purposes from the co-operative 
credit societies show that short term credit intermediate 
loans or long period loans are all mixed up together, 
making it impossible for a society to adopt a strict policy 
of recovery of its loans to members. Long term loans 
can be given safely and freely out of only long period 
deposits, and we have therefore recommended else- 
where the institution of separate land mortgage banks for 
long term credit. If this recommendation is accepted, we 
are of opinion that the agricultural co-operative credit 
societies should not admit to membership any one whose 
previous debts and encumbrances will require more than 6 
years to be discharged, unless he enrols himself as a member 
of a land mortgage bank. Our colleague Lala Bal Kishen 
dissents from this on the ground that it would restrict 
unduly the discretion of the borrower. It will obviously be 
advisable to arrange for constant consultation between the 
land mortage bank and the village co-operative agricultural 
credit society, for although technically loans are advanced 
by the co-operative institutions on personal security 
improved by mutual control and joint liability, it would be 
risky to reduce the security represented by the general 
assets of the borrower which consists largely of his land, 
by allowing an agriculturist to borrow from both the 
primary agricultural credit society and the land mortgage 
bank without each other’s knowledge. 

.124. Far too large a proportion of the members of 
co-operative credit societies have at present previous debts 
. , . and encumbrances, with the result 

S ion to a co-operative that quite a considerable portion of the 
sooiet y • funds of the co-operative credit socie- 

ties are practically locked up for years. A large number of 
such heavily indebted persons has a tendency to produce a 
demoralising effect on the society as a whole and to turn it 
into a mutually obliging society for extending the period 
of repayments. We, therefore, consider that in the 
present stage of the co-operative movement it is desirable 
that an appreciable number of members should be free from 
previous debts and encumbrances and that the co-operative 
credit societies should limit their credit facilities mainly 
to requirements for crop purposes and short term loans 
for tiding over occasional periods of scarcity or famine. 
So long, however, as land mortgage banks are not started, 
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it will not be possible to give effect to this recommendation, 
and during the transitional period we suggest that persons 
encumbered with previous debts may be admitted as mem- 
bers of co-operative societies on probation for three years 
subject to the following conditions : — 

(a) that the probationer member shall not borrow from 

any outside agency or create any encumbrances 
upon his property without the previous consent 
of the society; 

(b) that he shall repay towards his previous debt and 

interest charges, a sum which the society 
considers reasonable at each harvest ; 

(c) that in case he gives necessary sureties or 

adequate security by way of mortgage of 
his property in favour of the society, the society 
shall assist him in reducing his previous debt 
to outside creditors by advancing him twice the 
amount he himself contributes at each harvest, 
provided that he makes no default either in 
payment of interest due to the society or in 
repaying any crop loans advanced by the 
society. 

We consider it essential for the success of any scheme 
of debt redemption by co-operative credit societies or land 
mortgage banks, especially in view of the unfortunate 
experience of the results of debt redemption by co-operative 
credit societies in Ajmer-Merwara, that — 

(a) legal power be given to them to apply to the Collec- 
tor for the issue of a proclamation calling upon 
all creditors of their clients to disclose their 
loans within a reasonable time-limit, failing 
which no court of law should give priority to 
undisclosed debts in any proceedings relating to 
the execution of decrees, and in case a debtor 
member challenges the correctness of the claims 
put in, to call upon the creditors through the 
Collector to prove their claims in a court of law r 
within a time-limit fixed by the Collector ; 

(1)) the existing law should be amended so as to give the 
co-operative credit societies and land mortgage 



banks the benefit of provisions embodied in the 
Encumbered Estates Acts, under which any 
future loans taken by their clients from outside 
creditors should not be admissible in law courts 
so long as any amount advanced by them 
remains unpaid ; 

■(<?) subsequent loans made by Government under the 
provisions of the Land Improvement Loans Act 
and the Agriculturists Loans Act should not 
take priority over earlier long period loans given 
by a co-operative credit society or by a land 
mortgage bank and that such amendments of 
law as are necessary for securing this object 
should be made at an early date ; 

(d) in all cases of default in the payment of instalments 

on account of a mortgage loan, the land mort- 
gage banks and the co-operative credit societies 
should have the power of selling, without resort 
to a court, through an executive officer autho- 
rised in this behalf by the Local Government, 
after giving the ' defaulter 3 months’ notice to 
pay the instalment; and that 

(e) the Land Alienation Act and all rules and regula- 

tions under it should be modified so as to 
include co-operative credit societies and recog- 
nised land mortgage banks in the definition of 
“ agriculturist ” so far as the sale and transfer 
of land are concerned, and place them under the 
same restriction in respect of their power to 
sell land as are imposed on the agriculturist by 
the Land Alienation Act, provided that the 
co-operative credit societies or the land 
mortgage banks shall not be at liberty to hold 
possession of the land for more than 3 years 
without selling it. Mr. Chablani dissents 
from the proviso to this recommendation on the 
ground that it will prevent experiments in co- 
operative farming, which, in his opinion, should 
be encouraged by all possible means in view of 
the very small and scattered holdings in a large 
part of the Centrally Administered Areas. 


125. We think that a determined effort ought to be made 
to draw into the co-operative movement the savings and 

capital of the mahajans and the agri- 
»houid Per attoct mo Ja^ngs culturist money-lenders at rates of 
and capital of m ahajans interest not exceeding those at which 
f«iderf nculturist money ‘ primary co-operative societies borrow 
from the central banks at present, and 
to include in the agricultural co-operative credit societies 
some members with settled habits of thrift and business- 
like instincts. We would, therefore, suggest that the bye- 
laws of the societies be amended so as to permit admission 
of a special class of members, — 

(a) who will assume a liability limited to their share 

capital and will borrow less from the society 
than their deposits therein and buy a prescribed 
minimum number of shares on which no divi- 
dend shall be paid; 

(b) whose deposits shall have the same claims on the 

assets of the societies as a deposit by a non-mem- 
ber and be considered in every respect as a debt 
owed by the society; and 

(c) who should agree not to lend money directly to any 

fellow member of their co-operative credit 
society. 

Our colleague Lala Bal Kishen suggests that the lia- 
bility of such members should be the same as that of the 
other members of the society. 

We expect that if the policy we recommend is accepted, 
it would not only improve the organisation of the societies, 
but also bring honest borrowers and honest investors in 
the rural areas more closely together than is the case at 
present and rid the co-operative movement of the suspicion 
that it seeks to promote conflict between borrowers and 
investors. 

126. In a preceding chapter we have already drawn 
attention to the large portion of rural savings which is 

invested in uneconomic forms and the 
societies 1 * should attract small amount of the members' deposits 
a large portion of rural j n the agricultural co-operative credit 
savinKS ' societies. We consider that co-opera- 

tive institutions are the best agency for eradicating this 
evil by persuasion and propaganda. We, therefore, re- 


commend that (i) in years when the village crops are above 
8 annas in the rupee, village co-operative societies should 
be persuaded to make a special effort under proper safe- 
guards imposed by the Co-operative Department to attract 
deposits from members, preferably for periods longer than 
1 year, by offering interest rates even up to their borrowing 
rate from the central bank ; and that (ii) borrowers from 
the co-operative societies should be induced by their 
panchayats to entrust to them their gold and silver orna- 
ments (except a gradually decreasing minimum amount 
fixed by the panchayat from time to time) for sale and 
deposit in the central co-operative bank in the name of a 
woman of the family, on which the central bank should 
give compound interest at half per cent, less than the rate 
charged to the society by the central bank, the whole prin- 
cipal and interest being returnable in cash or gold at the 
option of the depositors when the borrower has discharged 
his debt to the co-operative society. The existing law 
should be amended so as to make it clear that the amounts 
so invested shall be treated in all legal proceedings as 
ornaments on the person of a woman. Our colleague Lala 
Bal Kishen dissents from this as he considers it neither 
practicable nor likely to be popular. 
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CHAPTER XIV. 

F | i 

Credit for Rural Industries. 

127. The majority of the agriculturists in these areas 
have uneconomic holdings and cannot make the two ends 
„ , ... .. meet without borrowing or supple- 

• mentmg their income from other 

sources if they stick to the land. The census figures of 
1921 show that out of the total agricultural population 
only 13-3 per cent, of the actual workers in the North-West 
Frontier Province, 1T9 per cent, in Delhi and 10T per cent, 
in Ajmer-Merwara had subsidiary occupations; and that 
only 2T per cent, in the North-West Frontier Province, 
1*6 per cent, in Delhi and 3-3 per cent, in Ajmer-Merwara 
had industry as their subsidiary source of income. The 
table given below shows the number of agriculturists 
engaged in different industries according to the census 
figures of 1921 : — 
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Intensive enquiries, however, suggest that the census 
figures give a misleading impression of the real dependence 
of the rural population on sources of livelihood, other than 
the cultivation of agricultural crops. The figures given 
below' clearly show that in the majority of villages selected 
for intensive enquiries agricultural crops are not the main 
source of the net earnings of the rural population : — 


Delhi. 

Agricultural crops are not the main source of the net income 
of the ‘rural population. 


No" 1 

Net income 
from all 
sources. 

Net income 
from cultiva- 
tion of agri- 
cultural crops, 
i.e. f gross income 
minus land 
revenue, rent 
and cost of 
cultivation. 

Percentage of 
Column 3 to 
Column 2. 


Rs. 

Rs. 


1. Jhangola 

6,877 

925 

13*4 

2. Akbarpura Majra 

33.227 

207 

. *6 

.3. Mohammadpur Majri 

28,868 

4,765 

16*5 

4. Nangloi Sayyad 

8,880 

5,096 

57*3 

5. Dear a la 

v >-6,867 

*6,667 

97-9* 

6. Jafurpnr Kalan 

18,706 

. 15,901 

85*0 

7. Nangli Sakraveti 

. *18,938 

' *16,508 

87*4* 

8. Raj}) nr Khurd. 

23,986 

7,202 

30*0 

9. Jonapxir 

17,002 

6,455 

39*1 

10 Shahpur Jut 

. *1, 13, 478 

"74,268 

65*5* 

11. Masjid Moth 

39,799 

6,816 

18*8 

12. Hanz Rani . 

7 

- 15,417 

... 

13. Dalupura 

. 16,743 

1,170 

6*9 

14. Silaiupur 

. 41,300 

1 

it-j 

05 

to 

CD 

... 

Total 

. 3,74,678 

1,17,266 

31*3 


•Normal years Bare been taken, a,s the current year (1929-30) was not 
normal. 
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A'jmer-Merw aka . 

A gricultural crops are not the main source of the net income 
of the rural population . . 

Net income from cultiva- 


Villages. 

1. Rupnagar 


Net income 
from all 
sources. 

Rs. 

36,376 

tion of land (crops), i.e., 
gross income minus land 
revenue, rent and cost 
of cultivation. 

Rs. 

4,925 

Percentage of 
Column 3 to 
: ■ Column 2. , 

13-6 

2, Lavera 


26,877 

10,075 

37-4 

3. Balad 


15,457 

324 

2-1 

4, Bar 


14,783 

4,895 

33*1 

5. Raj ia was 


39,612 

11,556 

29*2 

6, Chat 


8,753 

3,798 

43*4 

7. Nayran 


46,581 

25,883 

55*5 

8. Bagar 


33,414 

12,140 

36*3 

9. Bar ana 


22,048 

16,873 

76*5 

10. JDanseryan 


15,964 

4,418 

27*7 

11. Makrera 


52,764 

10,891 

20*6 

12. Baghana 


29,422 

11,629 

39*5 

13. Bawatmal 


30,476 

3,815 

12*5 

14. Jaswantpura 


8,308 

5,210 

82*7 

15. Sanadh 


63,656 

34,521 

54*2 

16. Banjari 


44,274 

10,657 

24*0 

17, Bhagwanpura 


14,719 

6,066 

41*2 

18. Galti 


14,091 

2,490 

17*2 ■ 

19. Barmalian 


21,582 

10,822 

50*1 

20. Kekri 


. 8,43,540 

62,959 

18*3 

Total 

. 8,82,697 

2,53,947 

285*7 


North-West Frontier Province. 

Agricultural crops are not the main source of the net income 
of the rural population. 


Net. income from cultiva- 



Net income 

;i on of land (crops), i.e.. 

Percentage of 

’^o Villages.* 

from all 

gross Income minus land 

Column 3 to 

sources. 

revenue, rent and cost 
of cultivation. 

Column 2. 


Rs. 

Rs. 


1. Shabcfadar 

2,59,496 

1,59,503 

61*1 

2. Lachi 

65,447 

3,212 

4*7 

3. Hangoo 

2,17,884 

26,999 

12*3 

4. Bill.it ang 

60,308 

24,484 

40*5 

5. Dhamtaur 

1,43,729 

52,930 

36*8 

6. Kotnajibulla 

1,41,897 

27,133 

19*1 

7. Punodheri 

. 30,0o2 

26,528 

88*26 

8. Ghoriwalla 

2,32,802 

1,45,042 

62*3 

9. Potah 

1,40,680 

72,069 

51*4 

10. Maddi 

2,51,750 

98,768 

39*2 

11. Gul Imam . 

2,11,159 

1,74,503 

82*6 

Total 

. 17,55,204 

8,11,171 

46*2 


* On account of the delay in receiving the results of extensive surveys, the 
corresponding figures for the remaining 5 villages could not be analysed in 
time. 
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Plainly the hope of the rural areas lies only in 
the development of the existing supplementary sources of 
income or finding out new avenues of profitable employment 
either in substitution of, or in addition to, agricultural 
crops. 

128. Of the industries allied to agriculture, suggested 
to us as capable of development, the most important are 

the production of gur, fruit-growing, 
agriculture^ aUied to making of mats and ropes of the 

viazari (palm), and dairy produce, 
particularly ghee in the North-West Frontier Province; 
gur production, fruit-growing vegetable and flower 
gardening and dairy farming in the Delhi Province; and 
dairy produce, wool growing, collection of fire wood from 
forests in A j mer-Merwara . Among the industries not 
allied to agriculture are cotton ginning, hand-spinning, 
and weaving in the Delhi Province; weaving, making of 
woollen blankets and manufaeture of lungis, kullas and 
niw'ar, tapes, oils, soaps, glass vessels, imitation laces, gold 
and silver embroidery in the North-West Frontier Pro- 
vince; and wool cleaning in A j mer-Merwara. We have 
had no expert evidence as to how far these industries are 
capable of development and whether any of them are 
suffering from want of capital. The general trend of the 
evidence has created on our mind the impression that diffi- 
culties are more largely of want of organisation than want 
of capital. But it is probable that in the initial stager, 
some amount of financial assistance by the state will be 
necessary to induce the enterpriser to appear in the field 
earlier than he would otherwise, do. We recommend there- 
fore that the possibilities of developing these industries be 
explored by the Board of Economic Development which we 
have recommended, that Government should grant free of 
charge on favourable terms the services of government 
officials or experts for starting or advising such industries 
as is done under the Central Provinces Industries Act, 
and that the necessary credit facilities be provided by the 
Co-operative Department supplemented by financial aid 
from Government on terms similar to those adopted under 
the Madras State Aid to Industries Act. 
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CHAPTER XV, 

Marketing. 

129. It is difficult to give any precise meaning to the 
word ‘ marketing ’ so as to distinguish it from internal 
trade; but a rough and ready distinc- 
grown in the centrally tion may well be made between the 
st s ™'of S f oo^gralns! c °” stage when the produce leaves the 
hands of the agriculturist producer 
and the stage when it comes into the possession of merchants. 
We propose to deal with only the first stage in this chapter 
and reserve our treatment of the second stage for the next 
.chapter on internal trade. 

The table given on page 22 of chapter II clearly 
shows that the bulk of the produce grown in the Centrally 
Administered Areas consists of food grains. The total 
yield of these in 1928-29 was 133 lakhs maunds in the North- 
West Frontier Province, and 15 lakhs maunds in each of the 
provinces of Delhi and A j mer-Merwara . Local enquiries 
suggest that the consumption of food grains per adult is 
about 1 seer per day and that of a child a little more than 
half a seer. Investigations in Danta, a village about 8 
miles distant from Ajmer, conducted by the Commissioner 
■ of Aj mer-Merwara in the year 1926 confirms this estimate. 
On this basis the total consumption of food grains works 
out to 143 lakhs for the North-West Frontier Province, 32 
lakhs for the Province of Delhi and 33 lakhs for the 
Province of A j mer-Merwara, thus indicating an annual 
■deficit of 10 lakhs maunds in the North-West Frontier 
Province, 17 lakhs in Delhi and 18 lakhs in the Province 
of Aj mer-Merwara, to be made good by imports from out- 
side. In 1879, the district authorities in the North-West 
Frontier Province, however, submitted to the Famine Com- 
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mission of the year, the following scale of consumption of 
food grains in that province : — 


Members of families. 

Name of grain. 

Seers at. SO tolas. 

A gricu Mural class . 





c 

Wheat 

100 

Old man 

■[ 

Bajra, moth, make, 

150 



barley and gram. 



r 

Wheat 

230 

Zamindar and wife 

A 

i 

Other grains 

500 


r 

'Wheat 

100 

Two children 






Other grains 

260 



Total annual consump- 

1,360 



tion. 


Non - agricultural classes. 

r 

Wheat 

150* 

Old man 

A 




i 

Other grains 

90 


f 

Wheat 

300 

Sian and wife 

A 

L 

Other grains 

300 


f 

Wheat . 

m 

Two children 

A 

Other grains 

150 



Total annual consump- 

[ljloo 



tion. 



*The above is on the supposition that the year is an average one and that other 
articles of diet, such as grease, onions, melons, and even meat are eaten at times. 


Adopting the above figures as a basis, the total consump- 
tion would be reduced roughly by about fth and the deficit 
of 10 lakhs for the North-West Frontier Province would be 
turned into a surplus of 19 lakhs, and the deficits for Delhi 
and Ajmer-Merwara reduced to 11 and 12 lakhs respec- 
tively. It may, therefore, be safely presumed that only a 
small portion of the grain produce in these Areas is, 
exported. \ 
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2. , For the purpose of this chapter, however, what con- 
cerns us is not what goes outside these provinces but what 
the agriculturist producer offers for sale in the markets. 
Enquiries in some of the villages selected for intensive sur- 
vey in the Delhi Province give the following figures of the 
quantity of grain kept at home by the growers and! 
the quantity of grain sold by them : — 


Names 
of villages. 



Grain 

produce. 

Grain 

kept at home. 

1. Jh angola — 



Maunds. 

Maunds. 

1928-29 



1,474 

315 

1923-25 . . v 



330 


2. Akharpnr Majra 



1,346 

1,062 

3. Mohammadp ur Majri 



5,348 

3,344 

4. Nangloi Sayyad 

5. Beorala — 



1,710 

904 

1926-27* 



1,900 

740 

1928-29 



237 

237 

>6. Jafarpur Kalan 



6,738 

2,951 

7. Nangli Sakravfci — 





1927-28* 



4,800 

1,996 

1928-29 . . . 



1,164 

1,075 

8. Rajpur Khurd 



3,814 

3,192 

9. Jonapur . 

10. Shahpnr Jat — 



7,431 

2,274 

1924-25* 



11,594 

10,019 

1928-29 . 



2,897 

250 

11. Masjid Moth . 



1,272 

1,120 

12. Dalupura 



2,906 

1,136 

13. Silampnr 



2,341 

2,336 


Total 


43,976 

22,377 . 


Percentage of grain kept at home to the grain produced 50*7 per cent. 

Personal enquiries by members of the Committee in the 
village of Shahabad Daulatpur show that in addition to the 
amount kept for consumption at home, about 4-5 per cent. 


* Years for which these figures are taken are normal years. 
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of the; total grain produced is given as wages to Kamins. 
We are, therefore, justified in assuming that the agricul- 
turist producer in the Delhi Province does not on an 
average dispose of more than 45 per cent, of the total grain 
produced, the rest being kept for his own use or for 
paying the farm servants and field labourers as wages in 
kind. Of this, a portion is given to the village money- 
lenders in repayment of loans in kind, and the balance 
is sold partly to the village dealers, partly to agents of out- 
side dealers who visit villages during the marketing season, 
partly to dealers in mofussil mandis and partly to merchants 
in the city mandis. It may also be safely assumed that the 
village dealer or money-lender retains a considerable 
portion of what he purchases in the village for retail 
sale in the village itself. We have no reliable data for 
determining the exact proportion of the food! produce 
that is disposed of in each of the ways enumerated above ; 
but, deducting 4'5 per cent, of the total produce given to 
kamins, the total requirements of food grains by the non- 
producing rural population of the Delhi Province, on the 
scale already mentioned, w r ork out to 3,22,020 maunds a 
year. The total food consumption of proprietors and cul- 
tivators is estimated at 8,21,250 maunds, and if they have 
kept at home only 50 per cent, of the produce as is sug- 
gested by the results of intensive surveys, they will have to 
buy 59,250 maunds from the village dealers in order to meet 
their food requirements. Thus the total stock which maha- 
jans must keep for village consumption in Delhi amounts 
to 3,81,270 maunds or about 25 per cent, of the total food 
production of the Province. Adding to this 50 per cent, 
kept by the agriculturist producer for home consumption, 
and 4-5 per cent, given to kamins; this makes a total of 79-5 
per cent., leaving only 20-5 per cent, of the total production 
for sale outside the villages. Transactions in the villages 
are mostly on the basis of barter or on credit, and very little 
cash is really required for settling them. The total value 
of food grains of the Province of Delhi has already been 
estimated at 68'58 lakhs but the prices taken in valuing 
these food grains are city prices which are often slightly 
higher than the prices in the mofussil mandis. But making 
no allowance for this difference in prices, the total amount 
required to move the portion of grain crops brought for sale 
to the mandis in the Province of Delhi cannot exceed 20-5 
per cent, of the total value of food! grains, that is Rs. 14*05 
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lakhs. The detailed calculations are set out in the follow- 
ing table : — 


Delhi Province. 


I 

Number. 

Average size 
of the 
family. 

No. of 
families. 

Consumption per 
family of 1 male 
and 1 female, 
2*5 children at 

1 seer per adult 
and 4- seer per 
child. j 

Total annual 
consumption in 
maunds — 

(a) at 3*25 seers 
per family per 

day, 

(b) at. 2*00 seers 
per family per 

day. 

\ : . 





Seers. 

(a) 3,217,110 

1. Total population . 

488,188 

4*5 

108,486 

3*25 

ip) 2,573,688 

(a) 1,211,850 

2. Rural population . 

183,768 

4*5 

40,837 

3*25 

( 6 ) 968,856. 

(a) 521,250 

3. Proprietors and Cul- 
tivators. 

123,250 

4*5 

27,390 

3*25 

(b) 657,000 


II. Total food grain pro- 
duced (in maunds) in 
1927-28. 

Percentage or the total grain produce . 

The consumption 
of total 
population. 

j 

The consumption 
of rural * 

population. 

The consumption 
of proprietors and 
cultivators. 

1,524,000 | 

(«) 211*1 

(d) 79*5 

(a) 53*9 

(b) 168-9 

(b) 03*6 

(b) 43*1 


UL Total supply of food grains required for sale to villages is = 381,270 maunds. 

(A) The amount required for sale to non-producing classes =*322,020 maunds, 

(1) 12 months’ supply for the rural population = 1,211, 850 maunds. 

(2) 12 months’ supply for the proprietors and cultivators =821,250 maunds, 

(3) The amount given to Izamim (4*5 per cent, of the total food production) =63,580 maunds. 

(4) The quantity which has to he purchased by non-producing population =322,020 maunds. 

(B) The total consumption of proprietors and cultivators minus the amount kept at home = 59,250 
maunds. 

Total of A and B=the amount to be kept by the village dealers for village consumption =381,270 
maunds. 

Percentage of the food grains kept by the village dealers to the total food grains produced =25-0 
per cent. 

IV. (A) The total percentage not marketed outside the villages =50 per cent, (kept at home) +4-5 (given 
to karmns) +25 per cent, (kept by village dealers for village needs) =79*5 per cent. 

(B) The percentage offered for sale in mandis—20'5 per cent. 

(C) The total value of (B) = 14*05 lakhs. 

Similar enquiries in 3 of the selected villages in Ajmer- 
Merwara indicate that about 40 per cent, of the total pro- 
duction of food grains is retained by the agriculturists for 
consumption at home. Assuming the same proportion for 
payment of wages in kind as in "Delhi, this will indicate 
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that roughly about 55 per cent, of the production of food 
grains is marketed by the agriculturists. Calculations 
similar to those made for Delhi yield the following 
results : — 

A jmer-Merwara . 


■ Average size ■■ ;; ' 4 

dumber, of the 

family. 1<umlies * 


, .Total aumial. .. 
Consumption per ' consumption in 
family of 1 male ■ \ maunds — 
and X female, (a) at 3*11. seers 
2*22 children at ' . per .family per 
1 seer per adult v day, 

/ and £ ' seer per : . (b ) at 2-488 seers 
child, per family, per 

day. 


! 

I ' ' 


, ! 

I ' ' " 4 

Seers; 

(«) 

3,330,625 

1. Total population . 1 

495,271 

4*22 

117,363 

3*11 






m 

2,684,500 





(a) 

2,222,850 

2,'..:Bural population ■. ' . : " : 

. 330,574 

4*22 

78,335 

341 






! (6) 

1,778,280 





<») 

. 962,14.0 

3. Proprietors and Cul- ! 

143,106 

4*22 

33,911 

341 

. : ■ . /■ 

.. tivators. ' 




m 

769,732 


PERCENTAGE OF THE TOTAL FOOD GRAIN PROPTICE, 

II. Total food grain pro- — ‘■“ j"* . 

duced (in rnaunds) in The consumption The consumption The consumption 

of total of rural of nronrietors ' on, 


population. 


population. 


.of ..proprietors . -and: 
cultivators. 


f («) 222-i 

1 (b) 17S*( 


411. Total supply of food grains required for sale for village needs — 1,556,885 maunds, 

(A) The amount for sale to non-producing classes— 1,193,345 mauiids. 

(1) 12 months’ supply for rural population - 2,222,850 maunds, 

(2) .12 months’ supply for proprietors and cultivators— 962,140 rnaunds. 

(3) The amount given to kaminn (4*5 per cent, of the total food grain produce) - 67,365 maimds 

(4) The quantity which has to foe purchased by noil-producing population = 1,193,345 inauiKls* 

' , - (B.) The total consumption of proprietors and cultivators mimis the total. kept at home:— 303,340" 

Total A jind B ----- the amount to be kept foy the village dealers for village consumption == 1,556,685 

Percentage of the food grain kept by the village dealers to the total food . grain produced** 103*9 

.'IV. (A) The total percentage not marketed outside the villages =50 per cent, (kept at home) 4 - 4*5 n* r «»«#■ 
(given to kamins) 4 103*9 per cent, (kept foy village dealers for village needs) = 148*4 per cent* 

(B) The percentage bought in mandis = 48-i per cent. 

~ (C) The total value of ( B) = 32*51 lakhs. 


For the North-West Frontier Province, no data is 
available for making estimates similar to those for Delhi 
and Ajmer-Merwara, as the persons to whom the intensive 
enquiries for selected villages were entrusted have thrown 
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no light on this point; but assuming the same proportions 
as in Delhi the detailed estimates are set out below : — 


North-West Frontier Province. 


I 

N umber. 

Average size 
of the 
family. 

No. of 
families. 

Consumption per 
family of 1 male 
and 1 female, 
3-1 children at 

1 seer per adult 
and 4 seer per 
child. 

, Total. .annual 
consumption In 
■ maunds — 

(a) at 3*55 seers ' 
per family per 

day, 

(b) at 2' 84 seers 
per family per 

day. 

1. Total population 

2,251,340 

5-1 ' 

441,439 

Seers. 

3-55 

(«) 14,299,970 

(b) 11,439,976 

2, Total rural popula- 
tion. 

1,915,491 

5-1 

375,586 

3-55 

(a) 12,166,545 

(b) 9,733,236 

3. Proprietors and cul- 
tivators. 

1,473,128 

5-1 

288, S48 

3*55 1 

(a) 9,356,775 

(b) 7,485,420 


Percentage of the total food grain produce. 


II. Total food grain produce 
(in maunds) in 1927-28. 

The consumption 
of total 
population. 

The consumption 
of rural 

population. 1 

The consumption 
of proprietors and 
cultivators. 

13,312,000 | 

(a) 107*5 

(a) 

91*4 

(a) 72-9 

(b) 86-0 

(&) 

73-1 

(b) 58-3 


III. Total supply of food grains required for sale for village needs =<4,911,485 maunds. 

(A) The amount for sale to non-producing classes =2,210,730 maunds. 

(X) 12 months* supply for rural population— 12,166,545 maunds. 

(2) 12 months* supply for the proprietors and cultivators = 9,356,775 maunds. 

(3) The amount given to kamins (4*5 per cent, of the total food grain produce) =599,040 maunds. 

(4) The quantity which has to be purchased by non-producing population =2,210,730 maunds. 

(B) The total consumption of proprietors and cultivators minus the total kept at home = 2,700,775 

maunds. 

Total A and B=The amount to be kept by the village dealers for village consumption =4,911,485 
maunds. 

Percentage of the good grain kept by the village dealers to the total food grain produced ** 36*9 
per cent. . ' -xv-;. v" ^ dl.;.. 

IV. (A) The total percentage not marketed outside the villages =50 per cent, (kept at home) + 4-5 per cent. 

(given to kantiris) +36-9 per cent, (kept by village dealers for village needs) =91-4 per cent. 

(B) The percentage offered for sale in mandis —8'Q per cent. 

(C) The total value of (B)=Bs. 43-44 lakhs. 

We have no material for making similar estimates of 
the proportion of the production of other commodities that 
is marketed outside the villages in which they are grown, 
except the fact that in the village of Shahabad Daulatpur 
in the Delhi Province the producers generally retain 1 /10th 
of gur, 1 /7th of cotton for themselves and the whole 
of the fodder for their cattle. It is not safe to generalise 
on the basis of an enquiry in a single village but there is 


no doubt that the bulk of the commercial crops like gur and 
cotton are generally marketed outside the villages. 

130. In the Delhi Province, there are a number of 
mofussil mandis in addition to the city markets. Shahdara 

is a. market for gur, sugar and to some 
ar cete. extent grain ; Najafgarh for barley, 

gram, wheat and bajra ; Narela for gur, chillies,, wheat 
and to some extent cotton ; Mahrauli for barley, gram, 
bajra and to some extent jawar; and Mas j id Moth for 
tobacco. There are also petty local markets in Karala, 
Kanjhaola, Jangpura and Bawana. In the city of Delhi 
itself there are 4 different markets dealing in agricultural 
produce sent from the surrounding villages, viz., Rui ki 
rnandi, Maidganj, Paharganj and Chauri Ganj. _ Formerly 
the produce of the villages round about Delhi within a radius 
of 100 miles used to be marketed in these mandis; but this 
has practically ceased, since mandis have been established in 
Sonepat, Rohtak and Bahadurgarh. Among others, the 
following are the neighbouring villages from which produce 
is sent to these city mandis for sale 

Narela, Badli, Shampur, Haiderpur, Nangloi, 
Kamardi Nagar, Moghulpur, Kalan Khurd, 
Pitampura, Garipira, Ghuora, Hirankhur- 
drana Ranikhera, Rasulpur, Mundka, Ran 
Hola, Madhirpur, Nehrpur, Rithala, Saraspur, 
Azadpur, Bhalswa, Jehangirpur, Nangli Kuna, 
Alipur, Mahrauli, Chiraghdili, Adchani, Lado- 
sarai, Chatarpur, Hauzkhas, Manirka, Palan 
Bijwasan, Hastsal, Bindrapur and Dabri. 

The principal markets in A j mer-Merwara are Ajmer, 
Beawar, Pushkar, Nasirabad, Kekri, Bijainagar, Hermera, 
Pisangaon, Dawair, Bhim, Todgarh, Jawaja, Barar, 
Kishangarh and Sarwar. Of these, Bijainagar, Beawar, 
Kekri, Nasirabad, Kishangarh, Sarwar are known for 
cotton and wool; while Nasirabad, Beawar, Kekri, 
Ajmer and Pushkar are considered as good markets for 
grain. The most important of them all are Ajmer and 
Beawar, each receiving produce from places as far as 80 
miles by road and 160 miles by rail. 

In the North-West Frontier Province there are 77 mar- 
keting centres of which the more well-known are Dhamtour, 
Abbottabad, Havelian, Mansehra and Haripur in Abbot- 
tabad District; Peshawar, Nowshera Kalan, Charsadda, 
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Hoti-Mardan and Swabi in Peshawar District; Kohat,. 
Hangoo, Billitang in Kohat District ; Bannu, Serai 
Naurang and Lachi in the Bannu District ; and Dera Ismail 
Khan, Kulachi and Tank in Dera Ismail Khan District. 
Among these, Peshawar and Hoti-Mardan occupy a premier 
position . The produce sold at Hoti-Mardan comes not only 
from villages in Mardan Tehsil within 40 miles’ distance 
from Hoti but also from places 80 miles distant in the inde- 
pendent territories of Swat and Buner. 

The weights used in the mandis of the three provinces 
are uniform, and there is no evidence of the use of false 
weights anywhere. The prevailing market prices are 
generally known to the agriculturists; and the mandi 
dealers are in close touch with the outside markets. It 
would, however, be a great convenience both to zammdars- 
and merchants if weekly reports of prices in the ports were 
notified in the mofussil mandis. 

So far as the agriculturist producer is concerned, the 
transactions in mandis axe all on a cash basis. The means 
of payment are metallic rupees and currency notes. In the 
mandis round about Delhi, more rupees than notes are in 
use, particularly in cotton and grain seasons; and lakhs 
of rupees are sent annually from the city to the neighbour- 
ing mandis, whether outside the limits of the Delhi Province 
or inside it. The dealers, who sell to the indigenous 
bankers darshani hundis arising out of their transactions in 
the market, take from the indigenous bankers in rupee coins 
more than in currency notes in order to make payments to 
the agriculturists. The same is the case in the North-West 
Frontier Province, though the use of currency notes there is. 
increasing rapidly even among the Pathans. 

131. Generally speaking, the agriculturists in the rural 
areas of Delhi sell their produce to the village banias when 
it is small in quantity; otherwise they 
to'the produce take it to the mandis on carts which 

they themselves own. An increasing 
number of them prefer to sell the produce in the city of 
Delhi. Zamindars in villages beyond Najafgarh and 
Bahadurgarh go to these mandis for marketing their crops, 
but in case the rate in the city of Delhi is more favourable- 
to the seller, to the extent of even six pies per rupee, they 
go direct to Delhi inspite of the distance. The agricul- 
turists living in villages between Delhi at one end and 
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Karelia, Najafgarh and Bahadurgarh at the other end 
prefer to go to Delhi city markets direct whenever there is 
a sufficient load for a cart. Carting is done by the 
producers themselves ; and as it costs them less to bring the 
produce to Delhi than it would cost the grain dealers in 
Najafgarh or Bahadurgarh, it is obviously the most 
economical arrangement when the produce is to be sent 
eventually to the city. On the whole, it is estimated that 
as much as 2/3rds of the produce transported to the city 
markets in Delhi, is brought for sale by the producers them- 
selves. 

Similar practice prevails in Ajmer-Merwara. When 
an individual grower has a sufficiently large quantity to 
sell, he transports it to the mandis himself, and sells it there 
either directly to the retail dealer or in the wholesale market 
through the agency of an artia or a commission agent. 
When the quantity is small, it is sold to the village dealer or 
to the agents of big grain dealers who occasionally visit the 
neighbouring villages in order to make their purchases 
after the harvests. 


In the North-West Frontier Province too, the produce is 
brought to the neighbouring small mandis, in the majority 
of cases, by agriculturists themselves, and this is the case 
even in the hilly tracts of the province where adequate 
facilities for communications do not exist. In big markets 
like Hoti, however, the produce is received for sale, even 
from places as distant as 80 miles, and three different 
•agencies are employed for the transportation of the pro- 
duce. The most extensively employed agency is that of 
donkey drivers, who are given advances by dealers varying 
between Rs. 2,000 and Rs. 3,000 at a time. They go into 
the interior, buy the produce and return to Hoti within a 
few days. They are all Mohammedans and receive (in 
addition to the actual cost of transport) only a small com- 
mission on the purchases made. Approximately 50 
per cent, of the produce marketed in Hoti is brought in this 
way, and the remaining half by the producers and village 
dealers in about equal proportion. 

132. The agriculturist producer, generally speaking, 
is a free agent in the disposal of his produce. Gf course, 

- , , ,,, it is obligatory on him in all cases of 

loans m kind to repay his debt in kind; 
but we have already seen that most of the transactions are 
on a cash basis. Allegations were made in the course of 
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evidence before us that the agriculturist producer is in the 
hands of his money-lenders and is obliged to sell his produce 
at prices much below the market rates in the mandis. But 
apart from the general weight of the evidence against this, 
such personal enquiries as members of the Committee could 
make showed clearly that such allegations were based upon 
an imperfect appreciation of the actual facts. At a gene' 
ral meeting of the co-operative credit society in the village 
of Shahabad Daulatpur the members present stated that 
the agriculturist debtor was under no obligation to sell the 
produce to his creditor and that there was very little to gain 
by selling it to others. In case the produce was offered to 
the creditor sahukar he would buy at -f seer per rupee more 
than the rate prevailing in the Delhi city market on the 
same day ; but in this case the seller was saved the expense 
and labour of taking it to the city and had not to pay the 
octroi duties. The market rates in the city markets and 
those of the village differ only to the extent of fths of a seer 
per rupee; but when the agents of outside dealers visit 
villages they are prepared to buy at \ seer per rupee more 
than the rate in Delhi . It is, therefore, more profitable to 
the agriculturist to sell his produce to these itinerant agents 
than to his sahukar creditors in the village, who take |th 
seer more per rupee. But in the ease of good parties the 
sahukar creditor often make a concession of | : th of a seer to 
|th of a seer per rupee ; in that case, the agriculturist has no 
reason to prefer even these itinerant agents of outside grain 
dealers. It is a fact, however, that an increasing number of 
agriculturists go to Delhi to sell their produce in the city 
itself. The explanation offered to a member of the Com- 
mittee who made personal enquiries from agriculturist 
sellers in the Rui ki mandi is that they go to the city not 
only to sell their produce but also to buy things, which 
they cannot do so w r ell in the village or the mofussil 
mandi , and that the mahajans, to whom they are indebted, 
themselves ask them to sell the produce in the city of 
Delhi and pay them in cash instead of in kind because 
in these days it is cheaper for the agriculturists to trans- 
port the produce than for the mahajans. The zamindars 
are not only selling their own produce directly to the 
city artias, but some of them are also purchasing the 
produce of others and bringing it to the city for sale through 
the artias. Such zamindars are increasing in number., 
particularly in Maidangarh, Ladosarai and Mahrauli. 
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133. It is sometimes suggested that the rates in the 
villages compare unfavourably with those offei’ed by the 

artias in the mandis. How little 
in aieviUages and^S! justification there is for this view can 

easily be seen by a glance at the 
following figures of prices in selected villages and the 
neighbouring mandis on the 22nd and 23rd of May 1930 : — 


North-West Frontier Province. 
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Delhi. 

Statement showing wholesale prices of commodities on May 22nd and 2 3rd, .1930, in important 

villages and markets. 
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'Najafgarh . , Do. . Do. . 0 2 0 3 13 0 3 13 0 Not Not 

shown. shown. 


Statement showing wholesale prices of commodities on May 22nd and 23rd , 1930. in important 

villages and markets. 



Makrera , J Do, * Ajmer t 1 12 0 4 11 3 3 4 3 3 0 6 4 .11 3 4 11 3 3 13 0 4 0 0 Nil Not 

I per cart load shown, 

of 15 mds. 
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A detailed enquiry on this subject was conducted in the 
fcity markets of Delhi. The dealers and zamindar sellers 
who were questioned on the point agreed that there was 
generally a difference of about 9 pies per rupee between the 
prices of grain in the city markets and those prevailing in 
the mafussil mandis of Narela, Najafgarh and Bahadur- 
,garh. This small difference does not make it a paying 
proposition for the mofussil dealers to move grain to 
Delhi. They have to pay 2 annas a maund on the carriage 
of goods; 6 pies per maund for terminal tax in the city 
of Delhi, 8 pies per maund for packing, weighing, 
sewing, etc., and 3 pies per rupee or 1 anna per maund 
as commission to artias in Delhi. It would pay only the 
zamindar $ to bring the produce to Delhi as transport 
arrangements are their own, In the case of cotton, 
the mofussil dealer has to pay 6 annas per maund on 
carriage, 6 pies on coolies and 2 annas per maund on 
weighing. None of these charges are borne by the 
zamindars. The local mills which purchase cotton take 
40J seers for one maund, which means a loss of roughly 2 
annas per maund and deduct 6 pies as dalali and 7 pies per 
maund as bandhai. The artia’s commission is 6 pies per 
maund, and the same is the rate for the terminal tax. The 
loss on account of shrinkage is estimated at about \ seer or 
:2 annas per maund. All these charges make up a'total of 
roughly 14 annas per maund. The price of cotton in Delhi 
and Narela differs by only a rupee per maund, leaving a 
margin of only 2 annas per maund for the mofussil 
dealer.' Against this small profit is to be set off the risk of 
loss, if the price on the selling day in Delhi is lower than on 
the preceding day when cotton was purchased at Narela. 

Much the same is the result of an enquiry made in the 
village of Rajiawas in Beawar. There the creditors of the 
village agriculturists are also artias in the city of Beawar 
and all the zamindars present at the enquiry agreed that 
they got the same rates as prevail in the Beawar market. 
They, however, stated that there was a moral understanding 
between them and their bohras that the crop would be sold 
through them, for by changing the commission agent the 
agriculturists gained nothing while the bohra lost his com- 
mission. The exact position was summed up by the spokes- 
man of the agriculturists as follows 

“ There is a moral understanding between me and the 
bohra that I should take the crop to him for 
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sale. If I do not do it he would not accommo- 
date me in times of distress. Although he gives 
me the full benefit of the market price in 
Beawar, he will lose his amt if I go and sell it 
through some one else. If I sell it through 
another dealer, I shall have to pay the arat 
charges to the other man also. My bohra does 
not charge me anything more than what I have 
to pay as commission elsewhere and therefore I 
shall gain nothing by the change.” 

The real effect of the indebtedness is not that the pro- 
ducer does not get the prevailing prices in the market, but 
that he has to sell soon after the harvest, because of the 
pressure of his creditors for repayment of their loans, even 
though prices may be unattractive. In a word, he cannot 
afford to wait for higher prices. But if by waiting there 
is a possibility of gain, there is a probability of loss also, 
'particularly in these days of falling prices. The middle- 
man undoubtedly reaps the benefit of any rise in prices just 
as much as he incurs loss on account of a fall in prices. But 
this middleman is neither the village bania, except so far as 
he holds stocks for retail sale in the village, nor the artia 
in the mandis. It is the wholesale dealer in the big 
markets. 

134. The system of giving advances to the- agriculturists- 
with a stipulation that he should sell his produce at rates 
settled months in advance, does not 
duoe dvances against pi0 ' prevail anywhere except in the mandis 
for gur in the North-West Frontier 
Province. But advances are given in the North-West Fron- 
tier Province for a different purpose. We have already 
described the system of giving advances for a few days to 
donkey drivers in Hoti-Mardan for the purpose of bringing 
grain from the interior. Similar advances are given by grain 
dealers to zamindars for about a week before the produce is 
brought to the market. The amount advanced varies bet- 
ween 8 annas and Rs. 2-8 per load (weighing If or 2 
maunds). The price is settled at the time this amount is 
paid, but no advance is given for periods longer than a 
week. Similarly the village bania receives an advance 
from grain dealers on the same scale as the zamindars ; 
and for the same period. It is only in the case of gur that 
advances are given for much longer periods. The system 
followed is that in the month of January and February 
the commission agent gives advances at the rate of 6 rupees 
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per jarib on the understanding that the produce grown 
will be sold through him. The produce is sold in the 
month of December at prices which vary between 8 to 
fi rupees per maund ; and the commission agent credits the 
producer with the market price then prevailing after deduct- 
ing a commission of Rs. 4 per jarib, which yields about 12 
maunds of guv. No interest is charged on such advances. 

135. Neither in A j mer-Merwara nor in the North-West 
Frontier Province does it appear common for the agricul- 
„ , turists to store their produce' for the 

° iase ’ sake of higher prices. In Delhi, how- 

ever, the more substantial agriculturists do store produce 
in their own houses. It is generally believed by persons 
■engaged in the grain trade that about 25 per cent, of the 
zamindars in Delhi have been storing produce in recent 
years in the hope of being in a position to sell at a more 
favourable price later on. But some of them have been 
losing very heavily owing to falling prices. How little 
■can actually be gained and how much can be lost by holding 
up the crop for better prices, can easily be seen from the 
following quotations for first class wheat, taken from the 
■account books of a leading wheat broker in the city of 
Delhi 

Seers 

per rupee. 


1st Jeth 1988 (Middle of May 1929) ... 81 

1st Asar 1988 (Middle of June 1929) 9 

1st Sawan 1986 (Middle of July 1929) .... 8 

1st Badhwa 1986 (Middle of August 1929) . . . 7} 

1st Am 1986 (Middle of September 1929) . . . 7f 

1st Kaiih 1988 (Middle of October 1929) ... 8 

1st Mangsir 1986 (Middle of November 1929) . , 8£ 

1st Poll , 1986 (Middle of December 1929) . . . 8| 

1st Mah . 1988 (Middle of January 1930) ... 8 

1st Phagun 1986 (Middle of February 1930) . . 9|- 

1st Chet. 1986 (Middle of March 1930) 9* 

1st Vaisakh 1987 (Middle of April 1930) ... 10 


Apart from the long-period storage, it is not uncommon 
for bigger agriculturists and village dealers in these 
Areas to store the produce with the commission agents 
in the mandis for short periods, and to take from them an 
advance to the extent of nearly 75 per cent, of the value of 
their produce at a rate of interest varying between 6 and 7| 
percent, per annum. 
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136. The central figure in this marketing business i& 
the commission agent or the artia. His charges vary 
in different places. In the mofussil 
agent! 3 ° r comimsslon mandis of Delhi, it is the seller who 
pays arat or commission at the rate of 
1 pice per rupee on the market price of the commodities sold. 
In the city markets of Delhi, no commission of any sort is 
paid by the seller. The commission agent’s charges 
amounting to 3 pies per rupee fall on the buyer. The 
artias pay the zamindars ready cash while they sell the 
produce to the buyer on credit for 8 days, thus losing 
interest for 8 days. The seller whether a zamindar or a 
dealer, far from paying anything to the artia actually re- 
ceives from him about 2 annas per cart load, which w r eighs 
on an average about 20 maunds, worth about Rs. 80 in the 
case of wheat and Rs. 40 in the case of barley. He also 
gets from the artia, free tobacco, 1 pice for achar if he has 
brought his own food, and sometimes food and lodging also. 
The artia has to pay in addition to these charges, 1 anna 
per cart as chowkidari to the owner of the mandi, 2 annas 
per cart as tulai and godown charges for 15 days as the 
buyer does not pay anything for keeping the goods with the 
artia for 15 days. Out of the balance, provision has to be 
made for shop expenses as well as for insurance against loss 
on account of bad parties. In estimating his net earnings 
out of his commission of 3 pies per rupee charged to the 
buyer , a fair allowance must be made for all these expenses. 

In the mandis of Ajmer-Merwara the commission 
agent’s charges vary in different markets from 8 annas to a 
rupee per cent. The seller, whether an agriculturist or a 
village dealer, has to pay the commission agent’s arat, and 
customary charges for weighing, for dharmada (charity) 
and for paying the sweeper and the waterman, which taken 
together amount to about 6 annas 6 pies per cent. For 
cotton, the customary rate in Beawar is 6 annas per maund 
inclusive of all charges. The commission agent loses his. 
interest for about 4 to 8 days as the buyer has to be given 
credit for this period. As in Delhi, the artia is ready to 
give advances up to 75 per cent, of the value of the produce 
stored with him at a rate of interest varying between 6 to- 
7|- per cent., in addition to rent for the godown. In the 
mandis of the North-West Frontier Province, the commis- 
sion agent’s charges amount generally to 3 pies per rupee- 
or 2 annas per maund in the case of some commodities, and 
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he gives advances against the produce kept with him to the 
extent of 80 per cent, of the value at the market rate of 
interest. These details make it quite clear that the charges 
of the artia or the commission agent, considering his labour 
and the risk in his business, are not at all unreasonable. 

137. There is no system of pooling at present in any of 
the three provinces ; nor have any suggestions been made to 

p us for the formation of pools. We 

doubt very much whether the agricul- 
turist will gain anything in the long run by forming a 
pool, and we agree with the Registrar of Co-operative 
Societies, Ajmer-Merwara, that such pools will lead to 
clash of interests and unhappy disputes. 

138. Our general review 7 of the existing conditions of 
marketing by the producer makes it quite clear that there 

is nothing seriously wrong with the 
Facilities for holding existing system. But there is no doubt 
prices. 10 01 661 that the agriculturist is unable to hold 

up his produce for better prices; and 
suggestions have sometimes been made to start co-operative 
loans and sales societies, or to extend the scope of ordinary 
agricultural co-operative societies so as to include advanc- 
ing of loans against stored produce grown by the members 
of agricultural credit societies, or to institute a system 
of loans to the farmer on the lines of those advanced by the 
Egyptian Government. On a consideration of all the 
relevant issues on this subject, the majority of us have come 
to the conclusion that it is not at all necessary to embark 
on any of these ventures. The zamindars of these Areas 
have at present no difficulty in obtaining loans against 
stored produce up to 75 per cent, of its value at quite a 
reasonable rate of interest, generally from the artia s, and 
in some cases even from the city banks. We have had no 
complaints against the methods of working of the artias; 
in fact almost everywhere there is a general feeling that the 
system of artias is working satisfactorily. We see no rea- 
son why the agriculturist should not take full advantage 
of the existing facilities for getting advances against stored 
produce, if he is willing to take the risks of fluctuations in 
prices. But in view of the recent marked tendency of 
agricultural produce to fall in prices and the frequent, 
almost violent, changes in these prices, we gravely doubt 
whether the agriculturists of the Centrally Administered 
Areas would be wise in running the risk of fluctuations in 
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prices of stored produce in the hope of realising substan- 
tially higher prices at a later date and paying, in the 
meanwhile, interest on advances against stored produce. 

In view of these fundamental objections, which apply 
equally to the Egyptian scheme, we need hardly go into its 
full details. Under it the cultivator gets an advance for 
a period of only four months with the option of getting 
an extension of a further period of four months at a fixed 
rate of interest, viz., 4 per cent. All incidental charges, 
storing, packing, weighing, etc., are b»rne by Government. 
Not only the funds are provided by Government but also the 
necessary staff of cashiers, agents, warehouse keepers are 
paid by Government, though they are nominated by banks. 
Such a system appears to us undesirable on many grounds. 
It keeps the interest charges at a fixed rate, independent 
of the market rates and very much below the normal rate in 
the busy season. It throws on the general tax-payer not 
only the losses arising out of this but also all expenses of 
staff, grading, packing, sacks, rent of godowns, etc. The 
loans under it are made on the basis of the amount per load 
irrespective of the market price of the produce. And, 
finally, it sets up a number of petty officials invested with 
extensive powers. 

Our colleague, Lala Bal Kishen, while agreeing with 
our general observations, and our criticism of the Egyptian 
system of loans, wishes to record his dissent from the view 
that it is not necessary to start co-operative sales and loans 
societies on the ground that he does not desire any restric- 
tions to be imposed on the freedom of co-operative movement 
to start such societies merely because the system of artias is 
working satisfactorily. 
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CHAPTER XVI. 

Financing of Internal Trade and Remittance Facilities. 

139. In the preceding chapters we have described the 
general system of financing the agriculturist producers and 

T , . , village dealers up to the stage when 

Introductory. ^ g roduce com ^ into the hands of 

merchants in the.local mandis in the three provinces. W& 
have now to notice in each case the financing of internal 
trade within the province itself and trade between it and 
the other provinces of British India. 

140. We have no data for making an estimate of the; 
volume of imports into, and exports from, these three 

volume of imports and provinces, as even the Returns of the 
€xports ' Indian Railway and River Borne 

Trade, the publication of which was discontinued from 
1922, do not give any separate figures for each of the three 
Areas. We can, however, form a general idea as to the 
main articles exported from the North-West Frontier 
Province. Apart from all the transit trade in commodities 
coming from the transborder territories which we shall 
notice in our Chapter on Transborder Trade, the exports 
consist of fresh fruits, gur, tobacco, chillies, cotton and 
cotton seeds, and oilseeds. Some quantity of grain is also 
exported outside the province but this is probably much less 
than what is imported into the province. From Hoti- 
Mardan alone the total exports were estimated, by the local 
merchants and zamindars, who assisted us during our 
enquiry at that place, at one lakh maunds of wheat, one 
lakh maunds of juioar, 50,000 maunds of tobacco, 2,50,000 
maunds of gur, and one lakh rupees worth of fruits. Wheat 
is exported generally to Karachi and to Military camps; 
gur, which is reported to be of specially fine quality, is sent 
to the Punjab and Delhi ; tobacco to a number of places in 
the Punjab and Delhi Province and even beyond Delhi 
towards the east; juwctr is sent to Hazara within the Pro- 
vince as well as to Rawalpindi in the Punjab. 

141. Local enquiries conducted by the members of the 
Committee into the system of marketing and financing in 

Hoti-Mardan show that the merchants 
Marketing and financing 0 f the place do not store for long the 

West Frontier Province, gram that comes into their hands. 

Very few of them trade on their own 
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account; almost all act as commission agents on behalf of 
either the merchants in places like Karachi, or Military 
contractors in the North-West Frontier Province. They 
despatch the goods purchased on behalf of their principals 
on receipt of instructions f rom them and charge interest at 
the rate of 5 per cent, for the period the goods lie in their 
godowns. Their principals pay them the purchase money 
as soon after getting the railway receipt as is convenient to 
them, paying them interest at the rate of 5 to 5-f per cent, 
during the interval between receipt of goods and payment 
of money. In some cases according to previous arrange- 
ments and in the case of parties, who are not trusted fully, 
railway receipts are sent through indigenous bankers or 
joint stock banks and the money collected through them. 
In addition to interest, the commission agent receives as 
his commission one per cent, of the value of the produce 
exported. Till recently the indigenous bankers were paid 
generally at the rate of two annas per cent, for recovering 
and transmitting money ; but since a branch of the 
Peoples’ Bank of Northern India was opened in Hoti, the 
charges, on hundis. have come down from two annas per cent, 
to six pies per cent, and sometimes even to four pies per 
cent. The trade in juwar with Hazara and in tobacco with 
places in the Punjab, Delhi and the United Provinces is 
financed mostly by cash, either remitted by currency notes 
in insured covers through ' the post office or brought in 
personally by the merchants or their agents from these 
places. Both the indigenous shroffs and banks in Peshawar 
freely give advances against the security of the produce 
stored with them to the extent of nearly 80 per cent, of the 
value. The dealers in gur are paid by exporting firms in 
about four weeks’ time and these in turn are financed by 
arrangements with banks in Peshawar through whom it is 
generally exported. 

142; The bulk of dry fruits, furs, hides and skins, and 
carpets imported into Peshawar is re-exported outside the 
, province. As will be stated in the 
chapter on Transborder Trade, the 
central figure in the dry fruit trade is the dharwai, who 
pays the entire amount of purchase money to the Kabuli 
dealer in advance and recovers his money subsequently from 
the purchaser, whether he be a local dealer or an outside 
merchant. Generally this dhanvai is also a commission 
agent on behalf of dealers in •Bombay, Calcutta, and other 
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big towns in India. He charges as his commission about 
one per cent, of the value in addition to interest at the 
market rate for the period his amount remains unpaid. If 
the dealer at the other end is a substantial man, money is 
recovered by means of hundis through the indigenous 
bankers; otherwise railway receipts are sent through the 
banks for collection. Notes in insured covers are used, to a 
very small extent, as means of remittance and payment. 
Trade in furs, hides and skins and carpets is almost wholly 
an export trade with countries outside India and is financed 
mainly by a branch of one of the Exchange Banks. 


143. Of the imports, the most important are sugar, 
silver and gold, hardware, tea and grain. In Hoti- 
Mardan alone 40,000 maunds of sugar 
ver m etc. ts— GoW and Sl1 ' are imported annually and distributed 
to the various parts of this ilaqa. 
Three of the local merchants have got offices at Karachi, and 
money realised from the sale of sugar in Hoti is remitted 
by means of drafts through the Imperial Bank at Nowshera 
or Peshawar. Silver is imported in considerable quanti- 
ties through the Chartered Bank of India, Australia and 
China or the local shroffs, while gold is imported mostly 
through the indigenous bankers from Bombay. Before the 
recent disturbances in Afghanistan, large quantities of 
silver used to be imported for the purpose of re-export to 
Kabul; even the local demand for this commodity is sub- 
stantial and silver is distributed from Peshawar to the 
villages round about it and sent to Mardan as well as Swat. 
Gold is imported to Kohat mainly from Rawalpindi, while 
Mardan gets its supply of gold partly from Peshawar and 
partly from Bombay. Almost the entire finance required 
for the movement of gold and a substantial amount required 
for the financing of silver trade is supplied by the indigen- 
ous bankers and the dealers who trade in these commodities. 


A peculiar system of financing the tea trade has come into 
vogue in Peshawar recently. The dealers in fea who are 
generally Mohammadans raise the money required from 
sahukars in Peshawar and pay a sum of Rs. 12 per cent, 
per annum on the amount borrowed ; but the amount so paid 
is recorded in their books as share of profits because the 
receipt and payment of interest are considered objectionable 
by a large body of Muslims. If the amount was raised on 
pronotes the rate of interest would be lower. As it is, this 
form of ; partnership is more paying to the sahukat as he is 



able to realise thereby interest at the rate of 12 per cent, per 
annum. 

144. It is difficult to make any accurate estimate of the 
relative share of the indigenous banker and banks in the 

North-West Frontier Province in the 
Part played by indi- financing of trade. One well-known 
in financing trade. banker estimated that even m the city 

of Peshawar where there are more 
banks than anywhere else in the North-West Frontier Pro- 
vince, 20 per cent, of the fur trade, 25 per cent, of the trade 
in carpets, 50 per cent, of dry fruit trade, 25 per cent, of 
the hardware trade, and 50 per cent, of the tea trade was 
financed by the indigenous bankers, the remaining part 
being financed partly by the traders themselves out of their 
own capital and partly by banks. The share of the indi- 
genous bankers in the other markets may, therefore, be 
safely presumed to be very much higher than this. 

145. The principal articles of internal trade in Ajmer- 
Merwara are cotton, wool, gur and food grains. Of these 

gur and food grains are for local con- 
Merwar a al trade ~ A h ner - sumption, but cotton and wool are also 

exported outside India via Bombay. 
The food grains are imported from Bhatinda, Mukatsar, 
Phagwara, Jullundar, Kotkapura, Lyallpur, Gurdaspur 
and Gojra in the Punjab, while pulses are imported from 
Cawnpur and Agra in the United Provinces. The total 
quantity imported into the Ajmer market alone is 4,00,000 
maunds annually of which only 40,000 maunds are from the 
neighbouring villages. Gur is imported from Meerut, 
Delhi, Ghaziabad, Hapur, Shahdara, Panipat, Sonepat, 
Sikandarabad and Maharajganj. The best market for 
cotton and wool in the province is Beawar, which receives 
annually about 4,00,000 maunds of raw cotton and 10,000 
maunds of ginned cotton. The amount of cotton ginned in 
Beawar is approximately 1 lakh maunds, of which about 
70,000 maunds are exported. Raw cotton is received in 
Beawar from Mewar, Marwar, Magra and other places 
within a distance of 86 miles by road and 150 miles by rail. 
The total quantity of wool imported annually in Beawar is 
about 25,000 bales, each bale weighing 4 maunds and 5 
seers. Of this, 10,000 bales comes from villages in Ajmer- 
Merwara, 10,000 from Marwar, 5,000 from Bikaner, 2,000 
from Jaipur state, 2,000 from Mewar, 5,000 from the 
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Punjab and 2,000 from Gujrat. Beawar is the second best 
market in India for wool clearing, the best being Fazilka in 
the Punjab. Almost the whole quantity of wool cleared is 
exported to Liverpool via Bombay or Karachi. 

146. In Ajmer, grain is sold on credit, generally for 15 
days. On cash payment a discount of four annas per cent. 

is allowed, while sales on credit for 15 
trade a te C1 A®mer! Gra “’ days are effected at par. In case the 
period extends beyond 15 days, interest 
is charged up to 6 per cent, per annum according to the 
relations that exist between the buyers and the sellers. 
Hardly 2 per cent, of the purchases are made in cash ; gene- 
rally all the transactions are on credit. The retail dealers 
in the city get no credit either from the shroff or the 
Imperial Bank ; they repay almost daily out of the proceeds 
of their sales. In order to recover money from the village 
dealers the grain merchants in the Ajmer mandi have gene- 
rally to send their own agents to make collections. 

As regards the imports from the Punjab, 75 per cent, to 
90 per cent, of the price is remitted as soon as the railway 
receipt is received by the. merchants in Ajmer. The Punjab 
dealers receive their money partly through the Imperial 
Bank and partly through the indigenous shroffs ; but the 
number of hundis sent through the latter is declining owing 
to the competition of the Imperial Bank. Payments on 
account of the grain received from Malwa are made by cur- 
rency notes sent in insured covers through the post office. 
Occasionally the agents of the Malwa merchants come to 
Ajmer to recover their dues. Payment in respect of deal- 
ings with the residents of the United Provinces are mostly 
made by means of hundis on Calcutta and other places pur- 
chased from the indigenous shroffs. The grain dealer in 
Ajmer has to pay 75 per cent, to 90 per cent, of the value of 
grain imported immediately on receiving the railway 
receipt, but the goods arrive some time later.. Again 
between the date on which grain reaches Ajmer and the 
actual sale of goods to retail dealers, there is often a long 
interval, extending sometimes even to four months. The 
grain merchant in Ajmer does not generally' trade oh His 
own account ; he is merely a commission agent between the 
outside seller and the retail dealer in Ajmer. The actual 
time of selling thus depends largely upon the instructions 
received from the principal party in the exporting centre. 
The Ajmer artia charges interest on the amount advanced 
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by him at the rate of 10 annas per cent, per mensem, and 
commission on sales at the rate of 14 annas per cent. 


It has been stated before us that the part played by the 
Imperial Bank in all these transactions is almost insigni- 
ficant. The artia does not -go to the bank for accommoda- 
tion as the latter insists on goods being stored in its 
godown. He sells grain in instalments and' it is inconveni- 
ent to deal with the Imperial Bank for every instalment 
because of its formalities. Besides, in the absence of any 
satisfactory arrangement for grading, every buyer likes to 
see the stock and does not enter into a bargain merely on 
seeing samples. Grain trade is financed by the artias with 
their own capital to the extent of 12 annas in the rupee, 
the remaining 25 per cent, is provided by loans from the 
local offices of the indigenous bankers or by drawing dar- 
sh-ani hundis on the Bombay offices of the shroffs. In case 
the latter method is resorted to, the artia , when he has 


funds later on, purchases hundis on Bombay in the market 
to repay his dues to the shroff,, maintaining during the 
interval a current account with him on which interest is 
calculated on daily balances. The rate of interest varies 
between 7 to 10 annas per cent, per month on the amount 
advanced, but it is a fixed rate for each party according to 
his standing, irrespective of the season. The artia prefers 
this to the practice of the Imperial Bank, whose rate varies 
according to the season. 

147. Payments to outside dealers on account of the 
imports of gvr are made generally by means of hundis, or 

, , , currency notes sent through the post 

aeS S oft,fr entS ° B office, ' whichever is cheaper. The 
hundis used in settlement of these 
transactions are not hundis on the exporting centres but on 
Bombay and Calcutta, because hundis on the former are not 
offered' for sale by the local indigenous bankers. It was 
suggested to us that if the Imperial Bank were to reduce its 
charges from 4 to 2 annas per cent., guv merchants would 
prefer to deal with the bank, as it could issue drafts directly 
on the places with which the merchants have dealings. 

148. Of the cotton sold in Beawar, nearly 60 per cent, 
is brought by the zamindars and 40 per cent , by the village 

Cotton trade — Beawar. d ™ leVS : artias pay Cash to the 

sellers m full, whether they be zamin- 
dars or village dealers. Rupees, more than notes, are the 


Cotton trade — Beawar. 


dars or village dealers 


273 


•common means of payment. If any of them does not wish 
to sell immediately, the commission agents generally 
advance him 75 per cent, of the price of the produce stored 
with them at 7 per cent, interest. Some of the bigger artias 
purchase also on their own account and export cotton to 
Bombay, but the general practice is to restrict their busi- 
ness to commission agency. The bulk of the capital em- 
ployed is owned by the artias and the balance is provided 
by the indigenous bankers in Beawar, Ajmer and Bombay, 
hfo help is received from the Imperial Bank in the financing 
of this trade. v 


149. Wool is an important article of export from Ajmer 
Merwara. There are about 50 merchants engaged in the 
„ business of clearing wool and exporting 

. 'vV ool fci 4 s de — -Beawar « ** , , ^ i ■ i ' i * - 

it to Liverpool tia Bombay and they 
■employ about 3,000 men, women and children. Wool comes 
to the Beawar market only in particular months and for 
nearly an interval of 6 months no wool is imported at all. 
As prices generally go up during this intervening period 
of slackness, and the clearing factories have to find work 
during the whole year, stocks are held up for two to four 
months in spite of the fact that it takes only 15 to 30 days 
to have the wool cleared. The merchants engaged in this 
business take no advances from the Imperial Bank of India 
or the local indigenous shroffs. Their artias in the pur- 
chasing centres outside the province pay the sellers there 
by means of hundis on their artias in Bombay. The latter 
pay cash on their behalf for darshani hundis drawn by 
the former and when wool is exported to Liverpool they 
get an advance from the banks in Bombay and credit it to 
the Beawar dealers’ running account with them. They 
charge them interest if their debits exceed their credits and 
pay them interest if the reverse is the case. They are in 
fact their bankers with whom they maintain a running 
account.. The dealers consider it more convenient to deal 
with the indigenous bankers in Bombay than to transact 
business with the Imperial Bank or any joint stock bank. 
It has been stated before us that the expansion of the wool 
business is restricted not for want of banking facilities but 
because it has become highly speculative. During recent 
years there have been far too many violent fluctuations in 
prices within a short period and those engaged in the busi- 
ness are now decreasing the volume they handle every year. 
About 4 to 6 years ago some foreign firms, e.g., Messrs. 
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David Sassoon and Co., Mitsui Bussan Kaisha, etc. had 
their agencies in Beawar and used to advance money for 
their wool business, but they suffered losses as a result of 
which they had to close their agencies. 


150. Gold and silver are the other important commodi- 
ties of trade in this province. In 1928 the quantity imported 

into the city of Aimer is stated to have 
Merwara amounted to 10,000 tolas of gold and 

,18 lakhs tolas of silver of which fths 
was consumed in the city and fths in the villages. In 
the Beawar market about 5 lakhs worth of gold and silver 
are sold every year in about equal proportions. The con- 
sumption of these precious metals is said to be greater in 
the cities than in the villages. The entire supply is im- 
ported from Bombay, and is paid for by hundis purchased 
from the local seths and shroffs or by cheques offered by a 
company of wool merchants on Bombay. Practically noth- 
ing is remitted through the Imperial Bank at Ajmer, but 
occasionally supply bills are purchased through the Beawar 
Treasury. 

151. The city of Delhi dominates the Delhi Province, 
its population being much larger than the rural population 

y . . t , y, ,, . of the Province. A considerable part 

Internal trade— Delnx. P . . . ■« . *, -s . J > , 

of its trade is also due to the fact 
that it is a big distributing market for the portion of 
Northern India between Amritsar at the one end and 


Cawnpore at the other. We have not been able to make 
any elaborate enquiries into the market conditions of the 
town but the general impression which we have gained is 
that a large amount of business is carried on in grain, 
cotton, sugar, piece-goods, bullion, metals, machinery (in- 
cluding motor cars), haberdashery, and Mr ana (sundries). 
So far as articles imported from foreign countries are con- 
cerned, the trade is generally financed by the exchange 
banks. The shipper’s drafts on the buyers in Delhi are 
negotiated by them and when the goods arrive in the ports, 
they invest their money on duty and clearing charges, and 
charge the buyer interest thereon at 10 per cent, per annum. 
On arrival of the goods in Delhi, the exchange banks make 
advances to the importers and retire the drafts by opening 
loan accounts against hypothecation of goods stored in their 
godowns leaving a margin of 20 to 25 per cent, of the in- 
voice value plus all clearing charges and customs duty paid. 
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It is alleged by the Delhi Piece-Goods Association that the 
total margin comes to nearly 40 per cent, of the invoice 
value in Delhi whereas it is only 25 per cent, in Cawnpore; 
but in the absence of any evidence from the exchange banks 
we are not in a position to find out how far this allegation 
is true. 

There are also agencies of European firms in the town, 
but these are mostly for booking orders and generally 
play very little part in the financing of imports. In a few 
cases, however, they send for goods on their own account, 
and sell them in the market partly on cash and partly 
on credit. As soon as" goods are taken delivery of by 
the dealers they make their own arrangements for financ- 
ing their business. The retailers generally cover their 
requirements through the medium of the artias (commis- 
sion agents) who finance them till they are in a position 
to repay them out of their sale-proceeds. The artia ob- 
tains 9 days’ credit free of interest from the wholesale 
dealer, after which period, according to the usage of the 
market, he must pay the amount due to the wholesale dealer, 
if he wishes to retain his position in the market. A few 
years back, the mofussil retailer used to pay a large part 
of the purchase money in cash, and the artia' s function 
was limited to negotiating the transaction with the whole- 
sale dealer and to advancing the retailer a small amount to 
make up the shortage of ready cash with him. But in 
recent years, the mofussil dealer because of trade depression 
buys not with cash but on credit from the artia, who is now 
called upon to invest a good deal of his own money in the 
business. As a result, a number of them are curtailing 
the volume of their business. 


152. The chief staple grains imported into Delhi are 
wheat, barley, gram and torah, of which about one lakh 
_ , . . maunds come from the mofussil places, 

ra e m gram e u. Wazirabad, Gujranwala, Khankado- 


gran, Gojar-mandi and Lyallpur in the Punjab send about 
20,000 maunds of wheat a month; Cawnpore District, Ettah 
and Ettawah send about 5,000 maunds a month and 
Moradabad, Chandosi, Hapur, Ghanziabad and Amroah 
send about 50,000 maunds a month. Of the total amount 
of the cereals sold in Delhi, about |rd is sent out to the vil- 
lages round about Delhi and frds is consumed in the city 
itself. Practically nothing is exported to the ports. There 
are no khatis here" nor any kothas for storing the produce, 


and the grain brought to the market is paeked in gunny- 
bags which are stored in the godowns of the grain dealers 
in the Naya Bazar, Delhi. 

The grain merchants act mostly as artias ; i.e., they do 
not buy or sell on their own account but sell on behalf of 
their clients whom they charge commission . They advance 
to their clients 75 to 90 per cent, of the value of the produce 
entrusted to them, the payments being made sometimes in 
cash and sometimes in darshani lmndis. Interest is charg- 
ed on such advances at the rate of 7 annas 9 pies per cent, 
per mensem. The produce is generally sold within 20 days 
of its coming to the market, and in no case is it kept for 
more than 3 or 4 months owing to the risk involved on 
account of the fluctuation of prices and the possibility of 
deterioration because of the surface moisture. In case of 
storage, the artia charges the seller Rs. 3-2 per hundred 
bags (each bag weighing about 2-| maunds) per month. 

The artia' s commission is paid by the buyer and not by 
the seller. The buyer pays in all at the rate of Rs. 2-8 per 
cent, of the price of the goods sold, out of which he deducts 
15 annas per cent, on account of the charges paid by him 
for brokerage, weighing, coolies, etc., so that the artia' s 
commission is only 3 pies per rupee or one rupee and 9 annas 
per cent. As the buyer pays only after 8 days, this in- 
cludes interest for that period and means a net charge of 
only Rs. 1-7 per cent. Out of this, the artia has to pay 
1 /10th to the dealer whose goods he sells, and lias to meet 
the expenses of boarding and lodging of his clients who stay 
with him sometimes even for 15 days or a month at a time. 
While the charges for telegrams fall on the seller, the ex- 
pense on account of postage on letters, which have to be 
sent daily to clients in order to keep them in touch with 
daily quotations of prices, falls on the artia. On the whole, 
the net gain of the artia, does not come to more than 1 per 
cent., out of which he has to provide for his shop expenses 
as well as losses on account of bad parties. 

The financing of local produce has already been describ- 
ed in the Chapter on Marketing. The business in grain in 
Delhi does not require much outside finance. There is only 
a limited scope for this business in Delhi and the artias have 
generally enough funds of their own. In case of need they 
borrow from one another at the rate of 8 annas to Re. 1 per 
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cent, per mensem, but they seldom go to a bank for financial 
assistance. 

The merchants can easily get in Delhi hundis of indi- 
geneous shroffs and bank drafts on almost any big town in 
India. The bank drafts or demand hundis on the port 
towns are very often used as a means of settling transactions 
between Delhi and other inland towns. 

153. Our review of the existing system of financing the 
internal trade clearly shows that the pivot of the whole 
system is the artia. Originally only a 
fimndng S intemai eil trade f commission agent, as his name implies, 
he has by force of circumstances become 
a financing agency. He has to give credit to his- 
customers on open account and has to wait till money 
is remitted to him weeks or even months later. He 
cannot extend his business unless he can increase his own 
capital, for he cannot convert his book accounts into cash. 
Even big merchants who can easily get accommodation from 
banks consider it derogatory to their own position in the 
market to keep the goods in the godown of the banks. 
Obviously the only remedy is to substitute trade bills for 
£ credits on open account ’ and to facilitate their redis- 
counting by adopting the system of warehouses, which is 
prevalent in the United States, under which such bills would 
be backed by proper warehouse receipts, issued by ware- 
houses which would be independent both of the borrower 
and the lender. The only serious objection urged in evi- 
dence against such a system of licensed warehouses is one 
of cost on account of overhead charges, but in view of the 
possibilities of developing a bill market and increasing, by 
means of rediscounting, the financial resources of business- 
men in the busy season, we are definitely of opinion that the 
principle underlying the United States warehouse system 
is a good one, if only the public could be induced to take 
it up, and that it is well worth a trial in spite of the 
cost that it will entail. We consider that the volume 
of business both in Delhi and Peshawar justifies an 
experiment of this sort being made in. selected places, 
for example, Delhi, Hapur, Ghaziabad, Peshawar and 
Mar dan. And we suggest that the proportion of the 
overhead charges varying from 75 per cent, in the first 
5 years to 25 per cent, during the 15th to the 20th year 
should be borne by Government till a Reserve Rank is 
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created, when it should be considered as a legitimate charge 
on the profits of the Reserve Bank, whose business in redis- 
counting would be greatly facilitated by the establishment 
of such warehouses. 


154. In describing the system of financing the internal 
trade in various commodities, we have several times referred 
... . t to the means of payment and the 

eans, o paymen . method of remitting funds for meeting 

the obligations arising out of the commercial transactions. 
We may now complete the review by noticing briefly the 
existing agencies for remittance. The post office is the 
most common agency and in most places the only one. It is 
availed of to a considerable extent by merchants and traders 
who keep their agents at the markets in funds by sending 
notes of smaller denominations in insured covers. These 


are sent in amounts not exceeding Rs. 2,000 at a time, which 
is the maximum limit for which articles can be insured by 
the post office. The cost of remittance by this method is a 
little over 2| annas per Rs. 100, which includes the pre- 
mium of 2 annas charged by the post office for insurance. 
This cost is brought down considerably by traders and deal- 
ers by cutting notes of higher denomination and sending 
each set separately in halves insured for a nominal sum. 
The recent amendment by Government of the Currency 
Notes (Refund) Rules, 1921, which makes it more difficult to 
obtain full value on half notes, the other halves of which 


have been lost, does not appear to have had a prejudi- 
cial effect on this method of remittance, as the chances of 
loss in the post office are small and this is the only method 
of remittance available in most places where hundis and the 
facilities offered by Government treasuries and banks are 
not available. The other facilities afforded by the post 
office for remittance, viz., money-orders, or the value pay- 
able system under which the railway receipts for goods sent 


; 


by rail can be sent to the consignee, are not much availed of, 
on account of the high cost. The system of money-orders 
is however popular among the rural and urban classes for 
remitting small amounts. No trustworthy estimates can 
be made of the amounts of trade remittances sent through 
the post office. The total value of money-orders and value 
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payable and insured articles despatched from these Areas 
in 1927-28 are. however, given below : — 


Money Orders. 


’ ' Value pay- Insured 

able articles articles 

despatched, despatched® 


North-West Frontier Province* 

1,55,53,367 

72,78,554 

Delhif ^ .... 

66,88,653 

1,32,76,689 

Ajmer-Merwara 

32,66,795 

23,59,565 



Government treasuries function as agencies for remit- 
tance by granting supply bills and currency transfers on 
places where there are no branches of the Imperial Bank of 
India. Supply bills are given in even hundreds of rupees* 
the minimum limit being Rs. 1,000. For currency trans- 
fers the minimum amount is Rs. 5,000 and these are given 
in even thousands and are always telegraphic. The charges 
made for both supply bills and currency transfers are ,1 anna 
per cent, for amounts of Rs. 10,000 and over and 2 annas 
per cent, for amounts less than Rs. 10,000. In the case of 
currency transfers an additional charge of Rs. 8 or Rs. 2 
is made according as the transfer is to be ordered by express 
or ordinary telegram. :■ 

The following table shows the amount of telegraphic 
transfers and supply bills issued and paid in 1928-29 by 
Government treasuries : — 


Supply Bills. 


Telegeaphio transfers. 


o vince 25,49,133 ; 1,33,284 

39,466 

. . 5,42,660 400 


* Figures available for 122 post offices. 


















Under its agreement with the Government of India, the 
Imperial Bank of India provides facilities to the public for 
the transfer of money between places where it has its bran- 
ches at rates not exceeding those laid down by the Controller 
of the Currency. We have no statistical information as to 
the amount of remittance effected through the agency of 
the Imperial Bank in the Centrally Administered Areas, 
but there is no doubt that it is considerable in all places 
where the Imperial Bank has opened branches. The rates 
of premium charged by the Bank on transfers are generally 
the same as those charged by the treasuries, but in the case 
of joint stock banks it allows concession rates. The bank 
until recently used to give the concession of free remittance 
up to Rs. 5,000 to its customers having accounts with it by 
cashing, free of charge, their cheques drawn on its branches 
at other places. This concession has been withdrawn 
recently. 

Joint stock banks provide remittance facilities by selling 
drafts on their branches, clearing cheques for their custom- 
ers, and by collecting hundis with railway receipts from 
consignees of goods on behalf of consignors. They are 
the biggest purchasers of darskani hundis endorsed by the 
indigenous bankers, and avail themselves more than any 
other class of customers of the facilities for remittance offer- 
ed by the Imperial Bank. The exact amount of remittance 
work done by these banks cannot be ascertained ; but there 
is reason to believe that it is growing in volume, particularly 
in Delhi. 

The indigenous bankers also play an important part in 
the internal remittance through their well-known system of 
darskani hundis. The usual procedure is that a merchant, 
despatching goods to an inland trade centre or to a port 
town, or a merchant at the port town who has sent goods to 
an inland centre draws a hundi, after railing the goods and 
sells it, with or without the railway receipt, to a banker 
who sends it to destination for collection. The rates of 
discount depend upon the demand and supply of such bills 
on any particular centre. This is a cheap and convenient 
form of remittance not only between places having frequent 
business relations with each other, but also between other 
places, as hundis on big towns like Karachi, Bombay, Cal- 
cutta or Amritsar are generally in demand everywhere and 
are accepted freely in settlement of transactions between 



inland towns. We shall have occasion to refer to further 
■details regarding this hundi business in our chapter on 
Indigenous Banking. 

We feel that the existing agencies for remittance could 
.be more fully utilised if their activities were properly co- 
ordinated and the main deficiencies in the general banking 
organization of the country remedied. A nation-wide 
mobility of funds is, in our opinion, most vital in this 
country, in view of the fact that its chief industries are 
associated with the exploitation of natural resources, its 
financing season in one industry is often the repaying season 
in some other, and the seasonal demand for financing in 
various provinces does not exactly coincide. Owing to 
marked differences in the banking development between the 
developed and undeveloped provinces as- also between the 
rural and urban areas in each province, the necessary eco- 
nomy in moving funds cannot, however, be secured unless 

(a) there is a rapid development of the branch system 
or of the agency system under the control of a head office of 
a parent or affiliating joint stock bank, 

(b) the indigenous bankers are intimately linked with 
the Imperial Bank, with its wide-spread branches and faci- 
lities for remittance through the currency chest, 

(c) the post office banks are utilised to the utmost extent 
for remittance work and linked with the system of indigen- 
ous banking and financing in the mofussil, and 

(d) the institutions for financing agriculture are more 
closely connected with the Imperial Bank and joint stock 
banks in the matter of short term loans to agricultural 
industry. On all these points our recommendations will be 
found elsewhere. We have mentioned them here only with 
a view to bring out their intimate bearing on the problem of 
increasing remittance facilities. 




CHAPTER XVII. 

Industrial and Miscellaneous Credit 
and 

Investment Habit in Urban Areas. 

155. In describing the system of financing internal 
trade we have described the general credit conditions as- 

■ x 4 they affect merchants and dealers in 

Introductory. towng _ It now remains f or us t O 

notice credit facilities and conditions of credit for 
industrialists, small traders, members of the middle class, 
labourers and artisans in the cities. Of the three pro- 
vinces with which we have to deal, Delhi is in this connec- 
tion the most important as it has the largest proportion of 
urban population. 

156. The table below shows the number of large indus- 
trial establishments during the year 1927 employing more 

Large industrial estab- than 20 persons daily, and the average 
lishments. number of persons employed. 

North-West 

Frontier Delhi. ajmer-Merwara. 

Province. 


Average 
No. of 
persons 
employed 
daily. 


Cotton spinning, weaving and other 
textile factories. 

Cotton ginning and haling 
Coach building and motor car repairing 
Electrical engineering and generating 
and transforming stations. 

General Engineering workshops 
Tramway works . . . 

Foundries . . 

Biscuit factory , 

Flour mills . , ■ . 

Ice and aerated water factories . 

Water pumping station „ 

Gasworks . . . 

Oil mills 

Soap factory . . 

Printing, book binding, etc. 
Government House Workshop . 
Cement., lime and potteries 
Stone dressing .... 
Ordnance factories .... 
Gold and silver thread factory . 


We have no means of ascertaining the amount of capital 
invested in these concerns. Eight out of the 12 concerns 
in the North-West Frontier Province and 8 out of the 45 
establishments in the Delhi Province are owned by Govern- 
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ment, and the 4 Engineering workshops in Ajmer belong 
to the Bombay, Baroda and Central India Railway Com- 
pany. Most of the other industrial establishments are 
owned by private capitalists and a few are joint stock 
concerns. 

157. Among the Delhi industries, the cotton mill indus- 
try occupies the first position. Its other large scale indus- 
tries are iron industry, gold and silver 

in L mEi. scale industries thread industry, leather and tanning, 
biscuits, flour mills, soap, potteries and 
-cap-making industries. The rest of the industries are all 
small scale industries. The requirements of large scale 
industries are met almost entirely by advances from the 
managing agents or the owners themselves; while in the 
case of small industries it is either the merchant who orders 
the goods, or the indigenous banker or the money-lender 
who give financial assistance. The temporary requirements 
in the busy season of both cotton and iron industries are 
considerable and are met either by advances from the 
managing agents or by borrowings from the public. 
Though the Imperial Bank is generally prepared to make 
loans to industrialists on possession of stock, its rate of 
interest in the busy season when the cotton industry 
requires accommodation is 1 per cent, above the bank rate 
which goes up to 7 or even 8 per cent, in the busy season. 
There are a number of other factories in Delhi, for 
instance, the manufacture of brass vessels, silver ware, 
tin-buttons, real and imitation laces, cotton thread-balls, 
gold and silver embroideries, coloured pencils, etc.; but 
there is no particular organisation for financing these 
manufactures. Private arrangements made by the owners 
with the capitalists in the city are generally found inade- 
quate and too costly in these days of severe competition 
in industries, while the co-operative movement has as yet 
made no attempt to cater to the needs of the small indus- 
trialists. 

158. The Province of A j mer-Merwara has no large 
scale industrial establishments except the cotton mills and 

wool clearing factories in the town of 
in L Ajmer S Merwara. ustneS Beawar. These are adequately financ- 
ed by the managing agents and the 
indigenous bankers in Beawar. In addition to these, there 
are small local industries such as kashida, machine work 
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dyeing and calico printing works, iron and trunk manufac- 
turing works, tobacco and snuff manufacturing establish- 
ments, bin making, lace manufacturing and brass works,, 
whose financial requirements are at present met almost 
wholly by the owners. 

159. In the North-West Frontier Province there is prac- 
tically no large scale industry, except cotton ginning, which 

is financed wholly by the owners. 
the a NWv a! F. in moviMe n There are, however, a number of small 
industries in various towns, for exam- 
ple, lungi making, tanning and shoe-making, iron and 
copper works, weaving, and brick-laying. These are' 
financed partly by the owners and partly by the sahukars. 

160. Most of the urban industries in these three Areas 
are suffering more from lack of organisation than lack 

of finance ; but there is no doubt that a 
du?tries? lties ° f wban stimulus would be given to better 
organisation if the crippling influence 
of the present system of financing could be removed. We 
are, therefore, of opinion that the local Governments should 
extend to these Areas the benefits of the Madras State Aid 
to Industries Act with the addition of the provision in the 
Central Provinces Act for grant, free of charge, or on 
favourable terms, of the services of Government officials 
and experts for starting or offering advice in connection 
with these industries. So far as the seasonal requirements 
of the cotton mill industry in Delhi are concerned, the only 
remedy seems to be to induce the Imperial Bank to make its 
terms for seasonal advances more reasonable. 

161. Within the time at our disposal it was not possible 
for us to make any extensive enquiries regarding the extent 

and effect of indebtedness of the various 
popuiat^n— Delhi wban classes of the urban population outside 
the category of merchants or the 
general conditions of borrowing by the poorer classes in 
urban areas. But the evidence relating to the city of 
Delhi leaves no doubt in our mind that the condition of 
some of the poorer classes of the urban communities in 
Delhi is even worse than that of the agriculturist in the 
rural areas. An enquiry conducted in Mohalla Imli, 
Ba^ar Sita Ram in the city of Delhi, shows that of 200 
families of khatiks residing there, 95 per cent, are in 
debt. Each one of the 100 families of chamars and 200 
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families of kahars and kumhars living in the same locality 
is also in debt. The average debt per family is Rs. 200 
per annum, while the average income ranges between 8 
;annas and Rs. 2 per day. We have no reliable estimate 
of indebtedness of any other class of the urban community, 
but we have the general information that grass-cutters, 
masons, carpenters, tkelawalas, shoe-makers and workers 
in the cottage industries axe generally heavily in debt. 
Quite a large number of these poor men in the urban area 
seem to be more heavily involved than the indebted agri- 
culturists, for while the latter’s assets in most cases largely 
•exceed his debt, the former has practically no assets 
•except a few utensils and silver ornaments in the family. 

The credit agencies catering to the needs of these com- 
munities are mahajans and dealers in rahti loans in the 
case of khatiks ; Kabulis and dealers in rahti loans in the 
case of chamars; grass-contractors or shop-keepers in the 
case of grass-cutters; big contractors in the ease of 
tkelawalas; and the ordinary banias dealing in provi- 
sions and grocery in the case of kahars, mill-hands, 
masons and carpenters. 

We have definite evidence that the stipulated rates of 
interest for these classes are sometimes very high. The 
ordinary rate at which khatiks , kahars and kumhars 
borrow is 37 i per cent, per annum, while sometimes the 
stipulated rate of interest goes up to three pies or four 
pies per rupee per mensem. The chamars have to borrow 
either from the Kabulis at the rate of 2 to 3 annas per 
rupee per month, or under the rahti system, which means 
in effect interest at the rate of 37 \ per cent, per annum., 
"The grass-cutters have to pay interest at the rate of 60 per 
cent, per annum in addition to 3 per cent, extra charges 
on the amount borrowed. Owing to want of time we 
have not been able to investigate fully how much of the 
amount stipulated to be paid as interest is actually realised 
by the lenders, but the files of a few cases decided in the 
law courts have been examined by us and they tend to 
■show a wide difference between the stipulated rates of 
interest and those actually realised by most of the creditors. 
The general tenor of the evidence given before us, however, 
raises a strong presumption that in the case of loans on 
the rahti system and those advanced by transborder money- 
lenders, these rates of interest are actually realised. 
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These lower classes borrow for various purposes. Some 
of the khatiks borrow to meet the temporary requirements; 
of their business and repay the amount as soon as they 
aye in a position to do so; but some of them borrow also 
for marriages, death ceremonies, etc., and such loans 
remain unpaid for a long time as their earnings are barely 
sufficient to meet their ordinary expenses. The chamars 
borrow mostly because of their improvident habits. The- 
kahars and kumhars have not to borrow for their every 
day requirements; they go in for loans mostly for special 
purposes, such as marriage and death ceremonies, etc. It 
is not possible to solve the problem of indebtedness of 
these classes except by means of a system of controlled 
credit, which will not only limit their borrowing for un- 
productive purposes but also induce them to borrow for 
purposes which will increase their income substantially 
above the present level. 

162. Apart from these poorer classes, the small trader 
in towns and members of the educated middle class find 
at present considerable difficulty in 
faoilltles in securing credit on reasonable terms. 

hi either the joint stock bank nor the 
indigenous shroff cares very much for the small trader 
who has to depend for finance either on the artia or urban 
money-lender. The educated middle class people, parti- 
cularly the clerks in Government and Municipal services, 
borrow mostly for purchase of houses, marriages in the 
family and education of children. The more substantial 
among them might have jewellery as well as house pro- 
perty, which could be offered as security for loans; but 
joint stock banks as well as the bigger indigenous shroffs 
generally fight shy of such business. Some of them pledge 
their insurance policies and get advances from insurance 
companies or borrow from their Provident Fund, but quite 
a large number of them have no such resources, and having 
sold their house property or other valuables are drifting 
into a position that might at any time compel them to have- 
recourse to credit agencies like the Kabuli money-lender. 
In fact, evidence has been tendered before us to the effect 
that some of the clerks in the service of the Government 
of India are actually paying rates of interest varying 
between B7| to 300 per cent. The general rate that other 
persons’ earning incomes below Rs. 100 a month have to 
pay to urban money-lenders in Delhi, however, ranges 


287 


between 12 to 24 per cent., 18 per cent, being the most 
-common rate. 


Credit 

■Peshawar. 


163. In Peshawar, the rates of interest are more reason- 
able. The small traders pay interest at between 12 and 
15 per cent, but the labourers pay 
facilities— muc k higher rates ranging from 20 to 
24 per cent. In Ajmer the rate of 
interest generally changed to the labourers ranges from 
12 to 24 per cent., but our attention has been drawn to 
several cases in which the labourers in the railway work- 
shops in Ajmer, and in the mills in Ajmer and Beawar, 
have had to pay interest from 2 pies to one anna per rupee 
per month. 


These facts only serve to emphasise what we have said, 
in our Chapter on Co-operative Movement, regarding the 
■desirability of extending more widely its benefits to the 
urban population, particularly in Delhi. We feel that 
there is an urgent need for intensive propaganda in favour 
of the co-operative credit movement among the urban com- 
munity in Delhi particularly the following classes : — 

(a) Clerks in the Government of India Secretariat 
getting salaries below Es. 200. 


(b) Grass-cutters. 

(c) Masons. 

(d) Thelawalas, 

{ e ) Shoe-makers. 
if) Khatiks. 

(g) Small traders. 


We therefore recommend that the co-operative staff 
in the urban areas of Delhi should be increased and an 
experienced officer of standing should be deputed to do 
propaganda and to organise work in the city of Delhi. 


164. Much as we like to see a rapid extension of the 
co-operative movement in the urban areas, we do not 
,. ' . , consider it possible to do so without 

sacrificing the efficiency of the move- 
ment. Other remedies should, therefore, be tried side by 
side. We have already suggested the regulation of the 
activities of the Kabuli or transborder money-lender. And 
we strongly favour the creation of a class of licensed 
money-lenders for urban areas (in addition to licensed 
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shroffs) similar to licensed village money-lenders on some 
such conditions as the following : — 

(i) Every licensed money-lender shall be a member of 
an association of licensed money-lenders and 
shall conduct his business in accordance with 
the rules drawn up by this association from 
time to time and approved by the Licensing 
Board for shroffs. 

(it) He shall keep accounts in the form prescribed' 
by the licensing authority and have them 
audited at intervals of not more than 2 years, 
by a qualified auditor or a person on the 
approved list sanctioned by the licensing 
authority, and shall, on demand by the 
borrower, furnish him with a statement of 
accounts from the date of the last statement, 
not oftener than once in six months, 

of 

agree to make payments to all his debtors 
through the post office, or a joint stock bank, 
or a co-operative central bank or a licensed 
indigenous shroff notified by the Licensing 
Board from time to time and receive all pay- 
ments from his debtors through the same 
agency. 

(in) He shall be entitled to a special summary proce- 
dure for deciding suits in which he is a plain- 
tiff, so long as he is a member of the association 
of licensed money-lenders. 

(?■?;) He shall be entitled to be awarded by the law 
courts the stipulated rate of interest from the 
date of the transaction to the date of the actual 
realisation of his dues, subject to the condition : 

(a) that the court shall declare the decree as satis- 

fied in full when the licensed money-lender 
has actually realised his principal and 
interest at 12 per cent, per annum on mort- 
gage debt and 18 per cent, per annum on un- 
secured debt from the date of the trans- 
action, provided the stipulated rate of 
interest exceeds the foregoing rates. 

(b) that no evidence of payment by the judgment 

debtor after the decree shall be admissible in 
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execution proceedings against the licensed 
money-lender, except when payment is made 
through the court or on a receipt signed by 
the. creditor and filed in court within the 
period of limitation, or through the post 
office on a special form for payment of 
decretal amount drawn up so as to* show the 
minimum necessary particulars, or by cheque 
on a registered bank, or through the vakil of 
the party to whom payment is made. 

(v) All debts of the licensed money-lender shall have 
priority in the matter of payment to any subse- 
quent loans from other creditors, whether on 
mortgage security or otherwise. 

165. Special credit facilities seem to be required also 
for the solution of some of the most urgent problems in 

Special credit facilities tlle cit J ° f Delh j, ***•• the Problem of 
for urgent problems in congestion and that of its milk Supply. 

Delhl ' ■ There appears to be considerable scope 

for co-operative housing societies in Delhi and we commend 
to the notice of the Local Governments and the Government 
of India the view taken by the Madras Government that 
financial help from Government to housing societies in the 
shape of loans is not only essential but also proper as 
representing a legitimate contribution by Government to- 
wards the solution of the housing problem and the relief 
of congestion in towns. We are also of opinion that co- 
operative milk purchasing societies in the city linked to- 
co-operative sale societies in the rural areas will be a valu- 
able contribution of the Co-operative Department to the 
solution of the milk problem in the city of Delhi, and that 
a small initial capital required for co-operative sales socie- 
ties should be provided by loans from the local Govern- 
ment on the same terms as takavi loans. 


Institutions for invest- 
ments in urban areas. 


166. Our recommendations for extension and regula- 
tion of credit agencies will be futile unless those who are 
in a position to save learn to invest 
their savings in ways that will increase 
the supply of banking funds. For 
this we need both propaganda among the public and effi- 
ciency in our banking and investment institutions. At 
present the organised institutions for investment in urban 
areas are, the post office, co-operative credit societies,. 
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insurance companies, joint stock banks, the Imperial Bank 
of India and Government. 

The urban clientele of the post office savings banks 
consists mostly of literate classes specially employees of 
Government and Local Bodies and professional classes, etc. 
The following table shows the deposits and withdrawals 
in the case of the post office savings bank and cash certifi- 
cates during 1928-29 : — 


Areas.* 

J: - 

Savings Banks. 

Cash Certificates. 

Deposits. 

Withdrawals. 

Purchases. 

. Repayments. 


Rs. 

Rs. 

Rs, 

Rs. 

H.-W. F. P. (Urban) . 

37,34,420 

33,44,470 

4,59,626 

3,04,373 

Delhi (Urban) 

29,64,678 

2o,6S,011 

5,45,309 

10,34,903 

Ajmer -Merwara Ajmer, 

iSTasirabad and Beawar towns). 

7,49,843 

6,09,920 

3,66,8S1 

2,10,551 


It has been brought to our notice that labourers, shop- 
keepers, etc., in urban areas are unable to take full advan- 
tage of the facilities afforded by post office savings banks 
as they cannot leave their places of work during their 
ordinary working hours. To meet the convenience of these 
classes we have suggested elsewhere that a limited number 
of post offices in the city areas should be kept open till 8 
o’clock in the evening for savings bank business only. 

. Co-operative banks, by reason of their association with 
Government and the high rates of interest sometimes offered 
by them, attract substantial urban deposits. At the end 
of 1928-29 the Ajmer Central Co-operative Bank had 
deposits amounting to Rs. 14-81 lakhs. On current accounts 
its rate of interest was 2 per cent, and on fixed deposits 3| 
per cent, to shareholders of the bank and 3 per cent, to 
others. During the same year deposits in the Delhi 
Central Co-operative Bank were Rs. 11-21 lakhs. This 
bank allows interest at 4 per cent, on savings bank accounts 
and between 4 per cent, to per cent, on fixed deposits 
according to the period of deposits., and does not pay 
interest on current accounts. Even in the North-West 


* All beads and sub-post offices and branch offices in the cities of Delhi, 
-Ajmer and Peshawar (including cantonment) have been treated as urban. 
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Frontier Province, where the movement may be said to be in 
its infancy yet, the deposits in the Hazara Central Co- 
operative Bank are growing in volume. This bank pays 
interest at 3^ per cent, and over on fixed deposits varying 
with the period of the deposit. It pays slightly lower rates 
on the fixed deposits of non -members. Its rate of interest on 
savings bank accounts is 4£ per cent., but the total amount 
outstanding in these accounts at the end of 1928 was only 
Rs. 412. ' ;>■■■■ - fr-y 

In addition to the co-operative central hanks, deposits 
are received by primary co-operative societies. The non- 
agricultural credit societies had Rs. 2-56 lakhs in deposits 
in Ajmer-Merwara and Rs. '33 lakhs in Delhi at the end 
of 1928-29. 

The above figures show that in urban areas the co- 
operative movement attracts appreciable deposits and adds 
to the number of institutions in which the urban popula- 
tion can invest their savings. 

Insurance is gaining in popularity among the educated 
classes especially those having fixed monthly incomes. As 
a provision for old age or for the family after death, 
secured by periodical payments fixed according to the 
means of the insured, it offers great advantages to men of 
limited means. Its value as a means of obtaining credit 
is also considerable, as insurance companies, and some- 
times bankers also, advance money on the security of 
insurance policies. We have no means of estimating the 
extent of this form of investment, but our general impres- 
sion is that while it is fairly popular among the educated 
classes it may be said to be almost unknown to the general 
mass of the urban population. 

We have not been able to get statistics of bank deposits 
with the banks operating in these provinces, except the 
Imperial Bank and one branch of an Indian joint stock 
bank. But even the available data show that these 
deposits are considerable, particularly in Delhi, and are 
nowhere fully utilised in local investments. We shall have 
occasion to refer to this matter in a later chapter. 

Government securities are favoured by certain classes 
of investors by reason of their easy convertibility into cash 
and the readiness with which credit can be obtained against 
them from all lending agencies, including the Imperial 
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Bank of India, and also because their yield compares 
favourably with the yield of other forms of safe invest- 
ment. Facility for the purchase and sale of Government 
securities are provided by the Imperial Bank of India, the 
joint stock banks and the post office, the banks charging a 
small commission for their services. The post office does 
this business free of charges on behalf of depositors in its 
savings banks. The Imperial Bank of India gives special 
facilities to subscribers to new issues of Government loans 
by advancing a large proportion of the purchase price. 
Interest is charged on such advances at a rate slightly 
above the rate of interest on the loan. The amount 
advanced is repayable in monthly instalments within a 
period generally not exceeding two years. These facilities 
are availed of mostly by persons with fixed incomes. 
The total volume of investment in Government securities 
in Delhi can easily be judged from the following figures 
.supplied by the Income-tax Department : — 


. YeaJV 

1918-19 




Interest on Government 
securities (assessed 
by the Treasury 
Officer), 

Its. 

66,936 

1919-20 

• « 

e 


58,336 

1920-21 

• « 

• 


44,824 

1921-22 

• « 

0 


77,280 

1922-23 




82,376 

1923-24 




. . 1,18,560 

1924-25 




78,490 

1925-26 




75,328 

1926-27 


« 


, . . 1,16,053 

1927-28 



. 

3,36,224 

1928-29 

. 

* 

. 

5,48.234 


Similar figures for the other two provinces are not 
•available. 

There are no stocks and share markets in these Areas 
and the dealings in the shares of the few local joint stock 
companies appear to be carried on by private negotiation. 
Investors in the stocks and shares of joint stock concerns 
in other provinces are supplied with information regard- 
ing the prevailing market prices by newspapers; and pur- 
chases and sales are effected through local banks. We have 
not been able to obtain any statistical information as to 
The amounts invested in this form in the three provinces. 
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There is no investment trust in these areas and there 
•does not appear to us to be sufficient scope for one; but 
an investment trust established in big cities, like Bombay 
.and Calcutta, under the adequate safeguards against fraud, 
is likely to stimulate the investment habit among those who 
are at present investing their savings in either land or 
Government securities for no other reason except their 
inability to judge the value of different forms of investment, 
particularly Mohamedans who have objections to accept- 
ance of interest but not against receiving profits. The field 
seems to be a promising one in Ajmer where the Co-opera- 
tive Central Bank gets a substantial margin of profit by 
attracting urban deposits at a low rate and investing a 
large percentage of them in Government securities. In the 
absence of a big Investment Trust operating over a wide 
area, the Co-operative Department will be well advised to 
institute a Co-operative Investment Trust for the benefit of 
this class of investors rather than allow the Co-operative 
Central Bank in Ajmer to profiteer at their expense by 
attracting funds which are not required for financing co- 
operative societies in Ajmer-Merwara. 


167. We are indebted to the National Savings Com- 
mittee, London, for their circular on the national savings 
movement in England, copies of which 
m0Te ' were supplied to us bv the Indian 
Central Banking EnquSy Committee. 
We are of opinion that there is a promising field for such 
a savings movement, especially in the urban areas and we 
suggest that the Co-operative Department and the 
Economic Development Board, which we suggest elsewhere, 
should attempt to initiate schemes on the lines which are 
-explained in the following extract from this circular : — 


Scheme 2. 

Under this Scheme weekly subscriptions are collected 
from members and invested in National Savings Certifi- 
cates, a stock of which is thus accumulated. When a 
member’s subscriptions amount to 16s. he receives a certifi- 
cate from this stock and thus obtains the benefit of a pre- 
dated certificate. 

Each member is supplied with a subscription book in 
which his payments are recorded and a detailed record of 

£ 


sBAHKCOM. 
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the transactions of each member is kept by the Honorary 
Secretary in the registers provided for the purpose. 

The National Savings Committee requires an audited 
statement of the accounts of the association to be furnish- 
ed annually. 

Scheme 5. 

Under this Scheme the Association is supplied on credit 
with six penny coupons (Swastika designs) up to a fixed 
amount which is known as the Association’s standing 
imprest. The coupons are sold to members who affix them 
to the special cards supplied for the purpose. Each week 
the proceeds are invested in Savings Certificates, a stock: 
of which is thus accumulated. When a member’s card’ 
bears 32 coupons it is exchanged for a certificate from this 
stock, and he thus obtains the benefit of a pre-dated 
certificate. 

The Honorary Secretary is required to balance his 
coupon account each week and to keep a Certificate Regis- 
ter but no detailed register of subscriptions is required. 

The National Committee accepts a yearly inspection 
of the accounts of the association in place of Audit. 

Scheme 6. 

This scheme is designed only for Associations conducted 
by, or on behalf of, the employees of a firm or company. 
Complete freedom in regard to the method of collection of 
subscriptions, account keeping and audit is allowed, pro- 
vided that the firm or company undertakes responsibility 
for seeing that the financial interests of the members are- 
adequately safeguarded. No audited statement of account 
is required to be furnished to the National Savings 
Committee. 

Scheme 7. 

Under this Scheme a six penny savings stamp 
(Britannia Plead design) is given in exchange for each, 
subscription of 6 d. The stamps are affixed to a Savings 
Card which, when completed with 32 stamps is exchanged 
by the Honorary Secretary of the Association for a Savings 
Certificate at any Money Order Post Office. The keeping 
of records is reduced to a minimum and no audit is 
required. 
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Savings stamps can be bought at. any Money Order 
Post Office, but, if desired, arrangements can be made for 
the issue of a credit stock of these stamps under guarantee. 
Such a credit stock is subject to inspection on behalf of 
the National Savings Committee. 

The advantage of pre-dated Certificates is secured by 
a system of date-labels, which are issued only to Honorary 
Secretaries. The date-labels required for pre-dating a 
single Certificate are date-stamped at the Post Office 
whenever 32 savings stamps (value 16.9.) are bought by an 
association. When a member obtains a Savings Certifi- 
cate from the Association in exchange for his completed 
card, a date-label is affixed to the Certificate, which then 
dates from the date borne by the date-label instead of 
from the date on which the certificate was bought at the 
Post Office. . 

Scheme 9. 

Under this Scheme each member undertakes to save 
a fixed sum weekly for investment in Savings Certificates 
in order to accumulate an agreed total, which will be 
reached in just under 15 years. The employer for his 
part undertakes that, in the event of the member’s death 
■while in his service at any time during that period he will 
make up the member’s savings to that agreed total, which 
will be paid to the deceased member’s legal personal repre- 
sentative or next of kin. 

The employer can cover his liability by insurance at 
very small cost. A number of Insurance Companies are 
prepared to issue policies in connection with this Scheme. 

Members’ weekly subscriptions collected from members 
are invested in National Savings Certificates which are 
allotted to members as they complete payment for them. 
The actual certificates, however, are held by the Money 
Order Department of the General Post Office in the name 
of the Association until their issue or repayment is 
required. 

The affairs of the Association are conducted by a com- 
mittee of management representing the employer and the 
employees. 

Scheme 10. 

Under this scheme, which is limited to employees whose 
pay does not exceed £300 per annum or £6 a week, a 

; C-V-V-UfA '-CV'-AA AC AC A.. A '.•C,A . l 2 
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member undertakes to save regularly each week for invest- 
ment in National Savings Certificates. The employer 
undertakes to provide for the member one additional 
Saving Certificate every time the member himself com- 
pletes the purchase of a fixed number, the ratio being deter- 
mined by the employer — it may be one additional Savings 
Certificate for every 4, 6, 8 or other number of 

Certificates purchased by the member through the Asso- 
ciation. Additional Certificates presented by the employer 
do not become the member’s own property until he has 
completed 5 years’ membership of the Association. 

The Savings Certificates purchased by or on behalf of 
members are allotted to members as they become entitled 
to them. The actual certificates, however, are held by the 
Money Order Department of the General Post Office in the 
name of the Association until their issue or repayment is 
required. 

The affairs of the Association are conducted by a 
committee of management representing the employer and 
the employees. 



297 


CHAPTER XVIII. 

Transborder Trade. 

168. The bulk of India’s trade with its neighbouring 
countries on the North-West Frontier passes through 

introductory. Peshawar and ^ £M>er ^ss. Part 

ot it crosses the Peiwar Kotal into 
the Kurrum valley and thence to Kohat and a part through 
the Gonial Pass and Tochi Valley to Dera Ismail Khan 
and Bannu. The principal foreign markets having deal- 
ings with Peshawar are Kabul and Bokhara. Silk, 
carpets, shawls, furs, fruits both fresh and dry come 
from Kabul for export to other parts of India, and 
piece-goods, cambrics, tea, sugar, spices are exported to 
Kabul and transborder countries. From Bokhara come lace 
and gold and silver thread mainly for export to Kashmir, 
whence the return trade is principally in shawls. Goods 
from and to transborder countries are transported mostly 
by caravans which come to, or leave, Peshawar once a 
week in summer and twice a week in winter, but in recent 
years motor lorries are coming increasingly into vogue. 

169. The total value of imports from transborder coun- 
tries during 1924-25, the latest year for which figures are 

T , , , available, was 113 lakhs while exports 

Imports «d exports. ^ ^ coimtries amomted to ^ ^ 

lakhs excluding treasure. Of the total imports. Northern 
and Eastern Afghanistan contributed 51 lakhs, Dir, Swat 
and Bajaur 35 lakhs, Southern Waziristan 10 lakhs, the 
balance being contributed by Northern Waziristan, Buner 
and Turis of Kurram. During the same year exports to 
Northern and Eastern Afghanistan amounted to 136 lakhs, 
to Dir, Swat and Bajaur Rs. 52 lakhs, to Turis of Kurram 
14 lakhs, and to Tirah 13 lakhs, the remaining going 
to Waziristan and Bunner. The following tables give 
further details regarding principal commodities imported 
and exported during 1924-25 : — 


Commodities. 

Quantity, j 

Value in 
lakhs of 
rupees. 

Names of countries contri- 
buting the larger shares. 

Imports 

| 

. Mds. 



Cordage rope . 

23,000 

2-04 

Northern and Eastern' 



Afghanistan and Southern 
Waziristan. 




Commodities. 

■ 

Quantity. 

- 

. 

Imports — contd * 

Mds. 

Cotton raw 

5,000 

Fruits, vegetables and nuts 

122,000 

Food grains 

187,000 

Hides and skins 

29,000 

Mats . 

201,000 

•Ghee 

33,000 

'Timber .... 

2,984,000 

Wool, raw and manu- 

22,000 

factured. 

■Shawls . . 

** 

Exports. 


Apparel . 

■t, ■ ' 

Cotton twist and yam, 

11,000 

European 


Cotton (Indian) 

9,000 

Piece goods, European 

32,000 

Piece goods (Indian) 

19,000 

Indigo .... 

6,000 

Food Grains . 

109,000 

Lac .... 

5,000 

1 

Leather manufactured 

• • 

Salt . . 

| 159,000 

•Spices . 

9,000 

Sugar, raw and refined 

58,000 

Stationery 

.. 

Tea green (Indian) . 

11,000 

f 

Tea green (Foreign) . 

12,000 

Tea black (Foreign) . 

5,000 

Wool raw and piece goods 

5,000 


Value in 
lakhs of 
rupees. 

Names of countries contri- 
buting the larger shares. 

2-50 

Northern and Eastern 

Afghanistan. 

29-78 

Ditto. 

9-57 j 

i 

Dir, Swat and Bajaur. 

8*69 

Dir, Swat and Bajaur and 
Southern Waziristan. 

2*73 

Northern and Eastern 

Afghanistan and Southern 
W aziristan. 

21-77 

Dir, Swat and Bajaur and 
Northern and Eastern 
Afghanistan. 

9-48 

Southern Waziristan and 
Tirah. 

5-09 

Northern and Eastern 

Afghanistan. 

7*24 

Ditto. 

5*04 

Northern and Eastern 

Afghanistan. 

22-61 

Ditto and Dir, Swat and 
Bajaur. 

5*76 

Northern and Eastern 

Afghanistan. 

76-66 

Northern and Eastern Afghanis- 
tan and Dir, Swat and Bajaur. 

24*33 

Ditto. 

5*01 

Northern and Eastern 

Afghanistan. 

4-84 

Southern Waziristan and Tirah. 

6- IS 

Northern and Eastern 

Afghanistan. 

6-34 

Ditto. 

3*60 

Dir, Swat and Bajaur. 

3*26 

Northern and Eastern 

Afghanistan and Dir, Swat 
and Bajaur. 

7*15 

Ditto. 

6-53 

Northern and Eastern 

Afghanistan. 

6-42 

Ditto. 

18*80 

Ditto. 

2*55 

Ditto. 

4-78 | 

Ditto. 
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The imports of treasure consisted mostly of silver 
Es. 4,26,909 in 1922-23 and Es. 82,530 in 1924-25. There 
were no exports of silver in 1922-23 and 1924-25 and no 
figures are available for 1923-24 either for imports and 
exports. 

170. Among the imports the most important are the 
dry and fresh fruits of Kabul. Till lately the city of 

D Peshawar was the only mandi , or 

iy rrn s. market, for this trade; but to a 

certain extent Thai has also now become a market for 
this commodity. The dealers in dry fruits are partly 
Kabuli merchants or their agents, who come down to sell 
the goods personally in Peshawar, partly Peshawan mer- 
chants and partly Punjabis who have settled down in 
Peshawar. Payment is generally made by means of cur- 
rency notes which are used again for the purpose of pur- 
chasing goods intended for export to Kabul ; so that in effect 
the trade between Peshawar and Kabul is very largely 
based on a system of barter. Generally the dealer who pur- 
chases dry fruits from the Kabuli sellers acts also as his 
agent for purchasing goods for which there is a market in 
Kabul. Fruit brought from Kabul is sold by dhamvais in 
the presence of Kabuli dealers or their agents who bring 
it to the mandi in Peshawar, and when the market price is 
settled the dharwais pay the entire amount in advance to 
the sellers recovering every week the amount due from the 
local purchasers who are generally commission agents on 
behalf of fruit dealers in Bombay, Calcutta and other big 
towns in India. The risk of trade is thus mostly with the 
dealers in Indian towns, on whose behalf fruit is purchased 
in Peshawar. 

171. There is a considerable trade in carpets in the city 
of Peshawar. The carpets are imported both from Kabul 

and Persia. The agents of the Kabuli 
arpe s ' merchants who sell carpets to local 

dealers in Peshawar receive payment mostly in cash but, 
they also accept hundis at times. The agent of the foreign 
dealer in carpets purchases, with the proceeds of the sale, 
goods for export to Kabul; but it is quite a common thing 
for hundis to pass between Kabul and Peshawar as a 
medium for payment. So far as trade in carpets with 
Persia is concerned, remittances are made either through 
bank drafts or hundis. 
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172. Fur is imported into Peshawar from Afghan 
Curkistan, mainly from the town of Mazar. Payment is 

Fur trade made for these furs through Kabul 

ur ra e ‘ either by means of goods sent to Kabul 

or hundis on merchants in Kabul, mostly on Hindus and 
Peshawari merchants who carry on business there. The 
hundis are generally payable 5 to 10 days after sight. 
The furs are sold either in Peshawar or sent for sale to 
commission agents in London. The exchange banks fin- 
ance the export trade in fur and give advances on the 
security of the fur exported, to the extent of 75 per cent, 
of its market value. The Commission agent in London 
accepts the bill on behalf of the Peshawar merchant in 
furs, and meets it on the due date, which is generally 90 
days after sight, out of the sale of furs. 

173. The whole system of transborder trade thus 
centres round the commission agent. He earns his eommis- 

n . . : sion at the rate of 1 per cent. In 

addition to this, he charges interest 
varying from. 6 to 10 per cent, per annum from the date 
on which the goods are despatched. As a rule a 
Mohammedan commission agent does not charge any 
interest but presses for cash payment for the goods 
supplied. All recover from their clients the expenses 
incurred in sending goods and it is generally believed that 
this leaves them a margin of 2 to 4 annas per cent, on the 
value of the goods supplied. The more substantial among 
them keep a large stock of goods likely to be required by 
their principles in Kabul. They are thus able to secure 
for themselves in addition to their commission charges, 
interest and the margin included in expenses of moving 
goods, and the difference between the cost price and the 
market price of the goods supplied to their clients. Their 
profits should thus be substantial; but they complain 
that owing to the absence of facilities for recovery of 
debts in transborder territory, their position has of late 
deteriorated. 


174. Most of the firms in Peshawar trading with 
Afghanistan have branches in Kabul and other important 

[hade with Afghanistan. f® financed partly by 

local banks' and partly by shroffs. The 
inance for the export of skins, hides and carpets is supplied 
nostly by the exchange and joint stock banks who pur- 
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chase bills of exchange drawn by local firms on merchants 
in Europe and America. The Imperial Bank of India is 
precluded by the terms of its Act from transacting this 
class of business. 

175. There is an appreciable amount of business in 
exchange of coins in a number of places in the North-West 
Business in exchange Frontier Province, for example, 
of co h ls - Bannu, Dera Ismail Khan, Kohat, 

Thai, Parachinar and Peshawar. In Peshawar alone 
there are 21 shops dealing in this exchange business, and 
it is estimated that the business done on an average is 
about Rs. 20,000 a day in the slack season, while in the busy 
season it goes up sometimes to one lakh of rupees in a day.. 
The Kabuli coin varies in value, the minimum being 36 
and the maximum 48 Indian rupees for 100 Kabuli rupee 
coins. Mushadi rupee varies in value between 41 and 55 
Indian rupees per 100 Mushadi rupees. The rate of 
exchange between the Indian rupee and the Mushadi and 
Kabuli coins changes every day, sometimes even 8 times 
during the course of a day. The currency notes of British 
India are freely accepted even in Kabul. This exchange 
business is entirely in the hands of Hindus. 
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CHAPTER XIX. 

Existing Legislation and Legal Procedure and their 

BEARING ON CREDIT AND CREDIT FACILITIES. 

176. The agriculturists in all the three provinces with 
which we have to deal are protected by special legislation 
... on the lines of the Punjab Land Alie- 

Existmg position. ^ X jjj q£ lft00 . In Delhi 

and the North-West Frontier Province permanent alie- 
nation of agricultural land is not allowed without the 
sanction of the Collector unless the alienee is a member of 
the same tribe or of a tribe in the same group ; while in 
A j mer-Mer wara all permanent alienations of agricultural 
land require sanction of the district authorities. Mort- 
gage of land to non-agriculturists is permissible only if it 
provides for automatic redemption within a period of 20 
years. Conditional sale in favour of non- agriculturists 
is not permissible and the sale of the agriculturists’ land in 
execution of a decree, or order of any civil or revenue court, 
is prohibited. In Ajmer-Merwara, the protective customs, 
having the force of law in favour of the istivirardars are 
even more drastic, in accordance with which the debts of an 
istimrardar cease on his death and are not a charge on 
the estate of the deceased. None of these restrictions, 
however, apply to land belonging to non-agri cultural 
classes - 

We have had considerable evidence for and against the 
fundamental principle on which these special protective 
laws and regulations are based. The issues raised are 
not merely economic but political also ; but w r e feel that we 
are not concerned with the political objects of these Acts. 
On principle, some of us are opposed on economic grounds 
to the basic assumption underlying them that an agricul- 
turist is born and not made, and to the exclusion of 
men with money, enterprise, and sometimes even scientific 
knowledge from the premier industry of the country. We 
•do not, however, propose to deal with even these wider 
economic issues, as we are not a Committee appointed to 
•deal with all the economic effects of the Punjab Land 
Alienation Act. We wish to confine ourselves strictly to 
what is germane to our enquiry, namely, the bearing of 



these Acts and Regulations on the credit of the agricul- 
turist, the extension of credit facilities for the benefit of 
the agriculturist, and the expropriation of the peasant 
proprietor. 

There is no doubt that this protective legislation has 
affected adversely the credit of the agriculturist with the 
non-agriculturist lenders ; but so far as this restricts bor- 
rowing for wasteful purposes, this was exactly what the 
Punjab Land Alienation Act was intended to achieve. 
Unfortunately, the agriculturist lender — frequently a 
mortgagee with possession — is, to an appreciable extent, 
replacing the non-agriculturist money-lender in the rural 
areas. The law affords the small peasant proprietor no 
protection against this new class of creditors; in fact, it 
gives to the agriculturist creditor a privileged position and 
enables him to profit by the restricted market for the sale 
of land. His terms are in no way less onerous than those 
of the non-agriculturist money-lender. He can acquire 
land and is inclined to take possession of it at the earliest 
opportunity. It is, in fact, far more economic for the 
agriculturist who borrows money from an agriculturist 
creditor to sell a portion of his land outright than to con- 
tinue to pay the prevailing high rates of interest and part 
with the possession of land in favour of a party against 
whom the Land Alienation Act affords him no protection. 
Some of the advocates of protective legislation, who ap- 
peared in evidence before us, therefore, pressed for enlarg- 
ing the scope of these Acts so as to put a check on the 
agriculturist lender and prevent the expropriation of the 
small peasant proprietor. The figures relating to mort- 
gages with the agriculturists lend considerable support to 
this plea, but we are not inclined to be alarmists in view 
of the rising prices of land which tend to enable the peasant 
proprietor to redeem a larger area under old mortgages and 
to remortgage a smaller area for a larger sum. But there 
is another, and in our opinion a more weighty reason, 
in favour of putting a restriction on the powers of the 
more prosperous zamindars to purchase more land from 
the less well-to-do peasant proprietors- Whenever an 
agriculturist has any surplus, he invests it not in capital 
improvements on land or in intensive farming, but in 
purchasing, or in taking on mortgage with a view to pur- 
chasing eventually more land, which under the existing 
economic conditions and methods of farming, sometimes 
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yields to an honest cultivator and proprietor much less than 
the interest rates offered by banks, particularly co-operative 
credit societies, or the net yield from Government securities. 
The protection of the small peasant proprietor against the 
bigger agriculturists who may be tempted to take undue 
advantage of their privileged position under the Land 
Alienation Act to exploit the necessity of the smaller agri- 
culturist and to expropriate him will, therefore, tend to 
divert rural savings to more profitable investments, and by 
augmenting them mitigate the existing scarcity of banking 
funds in the rural areas, which is, in our opinion, one of 
the major causes of the high rates of interest which the 
poorer agriculturist is often obliged to pay. With a view to 
protect the small agriculturists or peasant proprietors and 
in order that the Land Alienation Act, or the Land Alie- 
nation Regulations, should operate to their full advantage, 
and at the same time divert the savings off the bigger land 
owners into more profitable channels of investments, we 
recommend that the agriculturists whose holdings fall short 
of the standard of an economic holding, to be determined 
with due regard to local conditions, should have power to 
alienate their holdings only in favour of those agricul- 
turists who own 50 acres of land or less, and that aliena- 
tions by such persons in favour of those agriculturists who 
■own more than 50 acres of land should require the permis- 
sion of the Collector, which should in our opinion be purely 
formal in case it is found necessary for the owner of the 
uneconomic holding to sell his land and either the price 
offered by those owning less than 50 acres is not adequate 
or no purchaser from this class is forthcoming. 

While the members of the Committee are unanimous as 
to the objects in view, they are divided in opinion as to 
the details of this recommendation. Mr. Chablani would 
put the limit at 20 acres in the case of Ajmer-Merwara 
and Delhi on the ground that the limit of 50 acres would 
afford no real protection against the majority of the agri- 
culturist money-lenders in these provinces. Nawab Major 
Mohammad Akbar Khan strongly urges that in view of 
the peculiar tribal conditions existing in the North-West 
Frontier Province the scope of the restriction proposed in 
the above recommendation should be limited in the case of 
his Province, to sales in favour of transborder buyers and 
members of tribes other than that to which, the selling agri- 
culturist belongs, and that it should not apply to land 



owners, big or small, who are members of the tribe to 
which the vendor belongs. The majority of the Com- 
mittee, including the Chairman, Mr. Gray and Lala 
Bal Kishen fully endorse the Hon’ble Nawab’s point of 
view and are in favour of the modification he proposes for 
the North-West Frontier Province. 

We are aware that this additional protection by itself 
cannot solve the problem of the poorest class of peasant 
proprietors and may even aggravate the difficulties of some 
of them. No useful purpose is served by seeking to pre- 
vent the expropriation of those whose holdings are so un- 
economic that they cannot possibly make a living out of it. 
Any further restriction of the market for the sale of land 
might in certain cases close the only door of escape from 
Their present uneconomic wrays of living. The Land Aliena- 
tion Act contemplates permission being given by the Col- 
lector at his discretion in certain cases. That discretion- 
ary authority is meant to be exercised judiciously and not 
held in abeyance for ever. The Land Alienation Act and 
the rules under it are intended to promote the economic 
welfare of the peasant proprietor and not to make his 
economic position worse. Expropriation of the small 
peasant proprietor is not an evil under all conditions ; and, 
if in any particular case ample guarantees are forthcom- 
ing that the proceeds of the sale of his land in a free 
market will be invested in ways that would increase his 
income and better his lot, there is no economic justification 
whatever for throwing obstacles in his way and compelling 
him to accept a lower price from an agriculturist. We 
are fully conscious of the fact that this policy would throw 
great responsibility on the Collector of the district, but this 
does not appear to us to be a valid argument against such 
a change in the existing practice. The legal responsibility 
on the Collector is already there in the Act, and no protec- 
tive legislation or any ameliorative measure for the benefit 
of the agriculturist can possibly operate successfully 
without wise exercise of the discretion vested in re- 
sponsible officers. We, therefore, suggest that in Ajmer- 
Merwara and Delhi, the discretion vested in the executive 
authority, under the Land Alienation Act or Regulations, 
to give permission to agriculturists to sell their land 
should be more freely exercised, subject to the right of pre- 
emption in favour of members of agricultural tribes who 
•cultivate the land themselves, provided the applicant can 
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get a price which is not less than 20 times the annual net 
return from the land, and provided that after discharg- 
ing his debts he agrees to invest for at least ten years the 
proceeds of the sale in securities approved by the Collector. 
We are not in favour of extending the operation of this 
suggestion to the North-West Frontier Province as we 
feel that it would not suit the peculiar conditions pre- 
vailing in the rural areas of that Province. 

We have already given in a previous chapter some 
statistics which tend to show that the bulk of the agricul- 
turists’ borrowings are for productive and necessary pur- 
poses. Restrictive legislation can improve the posi- 
tion only so far as it reduces borrowings for wasteful and 
undesirable purpose. But it will make the rates of 
interest more onerous than before, unless side by side with 
this restrictive legislation, ample credit facilities are pro- 
vided for borrowing at reasonable rates for productive and 
necessary purposes. The agencies that we have recom- 
mended for this purpose are the licensed mahajans, co- 
operative credit societies and land mortgage banks ; but the 
efforts at cheap credit for productive and necessary 
purposes are bound to fail, unless the security of the bor- 
rower substantially improves. Whatever reasons may 
exist for protecting the agriculturist against the private 
money-lender — agriculturist and non-agriculturist — we see 
no reason why the security offered by him should be lowered 
for ^creditors, like co-operative credit societies and land 
mortgage banks, which are created specially for the pur- 
pose of helping the agriculturist in every possible way. We 
are, therefore, of opinion that subject to the safeguards 
we have recommended elsewhere, these institutions should 
be classed as agriculturists for the purposes of the Land 
Alienation Act and that the same restrictions as are im- 
posed upon the agriculturists in respect of the parties to 
whom they can sell their land, should be imposed also on 
these co-operative credit societies and land mortgage 
banks. Our colleague, Kanwar Motilal, wishes to extend 
this privilege to licensed money-lenders and licensed indi- 
genous bankers also. Similar considerations suggest, 
in our opinion, the desirability of relaxing section 29 of 
the Land and Revenue Regulations, No. 2 of 1877, in force 
in Ajmer-Merwara when the istimrardar’ s creditor is a 
co-operative credit society or a land-mortgage bank, a 
licensed indigenous banker, or an Indian joint stock bank.. 
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177. The Civil Justice Committee invited attention to 
the fact that when holdings are non-transferable, “ In- 
i' , , solvency Law is apt to be a 

means whereby agriculturists can 
evade the payment of just debts notwithstanding their 
ability to pay ” and stated in the concluding sentence of 
paragraph 23, Chapter XIV, of their report : “ We think 
that the Insolvency Law' required special adaptation to 
circumstances of the kind above described; this has never 
been attempted ”. We endorse these remarks and are of 
opinion that time has come when such an attempt should 
be made in the interests of the development of banking 
and credit facilities in these provinces. Credit depends 
essentially on sound security, and good security makes it 
possible to lower rates of interest. The main asset of the 
agriculturists is their land ; and as has been pointed out in 
the previous chapter very few of the proprietors of land are 
insolvent, judged by the value of their total assets includ- 
ing land. Intensive enquiries show T that a large numbei 
of even heavily indebted owners of land have got assets 
worth more than twice or much more than twice their 


debts ; and it is not fair to such agriculturists, w'ho desire 
above all cheap credit, that their credit in the market 
should be lowered and the rates of interest raised by the 
inclusion of insurance against risk. Nor is it fair to their 
creditors, who lend them amounts far below the value of 
their total assets, that there should be any doubt thattheir 
main security will be available for the discharge of their 
legal liabilities in ease of any mishap. Our recommenda- 
tions for increase of banking facilities for the landed class 
would prove infructuous if these doubts are not removed 
at an early date- We, therefore, suggest that lands be- 
longing to insolvent agriculturists should be declared to 
rest in the official receiver who may dispose of them to 
other agriculturists to whom the insolvent himself could 
have sold the land under the Land Alienation Act or Regu- 
lations. 


178. There is a general Complaint, supported by reli- 
able evidence, that the present Insolvency Law makes it 
too easy for dishonest debtors to de- 
■ien?law fects “ In ' fraud their creditors. This cuts at 

the very root of commercial credit, and 
something must be done at a very early date to restore con- 



fidence among the bankers if banking facilities are to be- 
extended. We have had no time to find out all the defects- 
in the existing Insolvency Law and the legal procedure - 
relating thereto; but there is not the slightest doubt that 
general dissatisfaction exists with regard to it. It has 
been suggested in the course of the evidence before us that 
none should be adjudicated as an insolvent if he has been 
guilty of an act of bad faith in regard to monetary tran- - 
sactions, and we agree with the suggestions that the Insol- 
vency Law should be amended accordingly. Elsewhere, in- 
connection with our proposal to create a special class of 
licensed indigenous bankers, we have already recommend- 
ed that in all cases of applications for declaration of in- 
solvency by such persons, the courts of law should be- 
bound to ask the local Shroffs Association to allow a Com- 
mittee of four or five persons to examine and audit the- 
account books of the licensed indigenous bankers, and in- 
vestigate the applicant’s fitness to be declared an insolvent 
before adjudicating him an insolvent. But we feel that 
these recommendations are not adequate for the protection 
of the general lending public, and we, therefore, suggest 
the desirability of eliciting the considered opinions of the- 
Bar Associations and the Judiciary on further amend- 
ments to Insolvency Law. 


179. The Indian Usurious Loans Act of 1918 is 
TT .- T . , modelled generally on the lines of 
the English Moneylenders Act, though, 
in scope the former is much wider than the latter, 
since a transaction by a firm carrying on bond fide- 
business,, not having for its primary object the lending ' 
of money, in the course of which money is lent, is- 
excluded from the operation of the English Money- 
lenders Act, but not from the Indian Usurious Loans Act.. 
Under its provisions, if a law court has reason to believe* 
that in any suit, whether heard ex-parte or otherwise, the 
interest is excessive, and the transaction was as between 
the parties thereto substantially unfair, it can reopen the 
transaction, take an account between the parties, relieve 
the debtor of all liability in respect of any excessive in- 
terest notwithstanding any agreement purporting to close 
previous dealings, and order the creditor to repay any sum 
which it considers to be repayable to the debtor or to in- 
demnify the debtor in such manner and to such extent as 



it may deem just, provided that it shall not reopen any 
agreement purporting to close previous dealings which 
have been entered into by the parties concerned at a date 
more than 6 years from the date of the transaction. 

From the evidence tendered before us and from en- 
quiries made from judicial officers, it is not possible to 
make a general statement as to the exact extent to which 
the aid of the Act is invoked in different parts of the 
North-West Frontier Province- The Divisional Judge, 
Peshawar, Mr. J. Almond, writes : “Advantage of its 
provisions is frequently claimed and sometimes allowed 
in original courts, but the findings in such cases have 
invariably been reversed. In this province, where the 
Pathan population is in great preponderance and the 
money-lender is largely dependent on the landlord 
class for a home and protection, the money-lenders - 
rarely charge more than what has been held judicially to 
be a normal rate of interest, namely, 2 per cent, per 
mensem, and if a larger rate has been agreed up on, the 
plaintiff generally reduces his claim in the court to 2 per 
cent. The actual number of cases in which the advantage 
has been claimed can only he ascertained by inspection 
of all money suits, which would be a laborious task, but- 
I should say it is about 70 per cent, of the money suits - 
instituted, 'it has in fact become almost a formal plea 
in all such suits.” The Additional Divisional Judge, 
Peshawar, endorses the views of Mr. Almond. On the 
other hand, the District Judges, Banu, Hazara and Dera 
Ismail Khan report that there have been very few occa- 
sions on which use has been made of the Usurious Loans 
Act of 1918. The Additional District Judge, Ajmer- 
Merwara, states that no case necessitating the use of the 
Usurious Loans Act of 1918 had come before him during 
the 10 years he had held charge of the post. The Judges in 
Delhi mention only a few cases in which use has been made 
of the provisions of the Act and state that in some of the 
cases advantage was claimed of the provisions of this Act in 
the beginning but it was not pressed to the end. The cases 
generally are said to be between professional money-lenders 
and the agriculturists. The main reason for the limited 
use of the provisions of the Act thus appears to be the 
limited number of cases in which the rates of interest 
charged appear to the courts to be “in excess of that 



310 


six 


which the court deems to be reasonable having regard to 
the risk incurred 5 5 by the creditor on account of the 
“ presence or absence of the security and the value thereof, 
the financial condition of the debtor and the result of any 
previous transaction of tlie debtor by way of. loan, etc. 
One of the Judges in the North-West Frontier Province 
suggests as one of the causes, “ the congestion of work in 
the courts on account of which the courts have rarely time 
and patience to go through the intricate accounts of the 
money-lenders to disentangle facts . If this be a fact, it 
can easily be remedied by strengthening the subordinate 
judiciary; but the general trend of the evidence on legal 
matters and procedure seems to suggest that most of_the 
borrowers are anxious to gain time and find other pleas 
in defence far more effective for the purpose of delaying 
the decision of the suit. Another reason why only a 
limited use can be made of the provisions of the Act is due 
to a fundamental defect in the Act itself. The Act gives 
no definite guidance as to what is and what is not a usuri- 
ous rate beyond laying down general considerations which 
should be borne in mind by the courts. The courts of law 
are not the. appropriate authority for judging the trend 
of money-market conditions or the nature of the security. 
The risk of non-recovery cannot be estimated at the time 
of deciding the suits; and so wide is generally the differ- 
ence between the stipulated rates and the actually realised 
rates of interest that the decision of a court at this stage 
can only be arbitrary. W e feel that these defects are in- 
curable' unless a body of licensed money-lenders and an as- 
sociation of indigenous shroffs are created, who should get 
their accounts audited and who should be free from inter- 
ference by the law courts in the matter of rate of interest, 
except at the time when repayments are actually made. 
Our detailed recommendations on all these points will be 
found elsewhere. 

180. The evidence before us discloses. several legitimate 
complaints of creditors against the 
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rate of 6 per cent. This practice makes it profitable to a 
debtor to force bis creditor into court and to prolong the 
case as much as possible. Courts apparently do not make 
a distinction between a usurious money-lender, a 
banker or a merchant, or a fair minded money-lender who 
has charged a reasonable rate of interest, and treat all 
alike causing unmerited loss to many. 

It is again common for the courts to award no interest 
after the decree, with the result that it is to the interest of 
the debtor to prolong the execution proceedings as much as 
he can and to evade payment as long as it is possible for 
him to do so. 

The post-war monetary conditions have pushed up the 
market rates of interest appreciably higher than the rates 
prevailing in pre-war days; but" the rate of interest 
awarded under section 80 of the Negotiable Instruments 
Act and under section 35 of the Civil Procedure Code con- 
tinues to be the same as in the pre-war days, viz., six per 
cent, per annum. 

We are of opinion that in the interests of banking de- 
velopment this state of affairs should be remedied. Credit 
at reasonable rates is impossible so long as the lender 
has to insure against possible unfair treatment in the law 
courts. We therefore recommend that — 

{a) Section 34 of the Civil Procedure Code should be 
amended so as to provide that the rate of in- 
terest ordered in the decree should be the con- 
tract rate (if it is not inequitable) on the 
principal sum from the date of the suit till the 
date of the decree and again from the date of 
the decree till realisation, and if the contract 
rate is inequitable, then at such rate as the 
court considers to be equitable. • 

(b) In view of the post-war monetary conditions, 
section 35 of the Civil Procedure Code should 
be amended so as to empower the courts to 
allow interest on costs at a rate higher than 6 
per cent, if they consider it reasonable to do so. 

(<'-) The rate of interest under section 80 of the Nego- 
tiable Instruments Act might be raised from 6 
to 9 per cent, per annum. 
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181. Advances against the security of property cannot 
be made with confidence if there is any room for doubt as 
to the validity of the borrower’s title 
VSTSST*" to property. The record of rights 

over agricultural land is simple 
in form, and if properly kept should avoid all possibilities 
of dispute. The record of mutations is, however, said to 
be slow and as a remedy it has been suggested that the re- 
gistration offices be required to send intimation of all 
mortgage and sale deeds registered by them to the revenue 
.authorities for having the mutations carried out, and that 
patwaris be encouraged to be more zealous in entering 
mutations by paying them a portion of the mutation fee 
levied. Doubts about title to non-agricultural land in 
rural areas and to landed property even in the city are not 
a little responsible for the unwillingness of bankers and 
other lenders of money to advance amounts against mort- 
gage of property. We have therefore suggested the main- 
tenance of a land register for house property both in the 
urban and rural areas in connection with our proposal to 
■establish land mortgage banks. 

We recommend further the adoption of a system 
whereby any one should, by application, be able to have 
his name entered in a special column in the Record of 
Rights or Land Register by way of caution to prospective 
mortgagees and purchasers; no one except a minor being 
allowed in the absence of such entry to set up any title to 
landed property recorded in the name of another. 


182. Another legal difficulty has been brought to our 
notice in respect of debts incurred by the head of a Hindu 
joint family, governed by the Mita- 
.ofYoint kshara law, on the security of the 

family property. Such debts are not 
binding on the other members of the family unless they 
were incurred for the benefit of the family ; and the burden 
of proving that they were so incurred lies on the creditor. 
When the claim is taken to court it is frequently pleaded 
that the debt was incurred for immoral or illegal purposes, 
and the plea, even if not successful, at least delays recovery 
and causes great harassment to the creditor. As a result 
there is reluctance on the part of bankers to supply credit 
even to substantial families. In this connection we have 
had the benefit of the considered views of the Judicial 


Officers in Bihar and Orissa, for a copy of which we are 
indebted to the Bihar and Orissa Provincial Banking En- 
quiry Committee. After considering these views, we are 
of opinion that the law should be suitably altered so as to 
provide that in all mortgage transactions with Hindus 
governed by Mitakshara Law an enquiry made by an 
officer of a joint stock bank or of a land mortgage bank, 
or by an executive officer authorised in this behalf by the 
local Government, should be incorporated in the bond and 
be considered as 'prima facie evidence that reasonable en- 
quiries were made by the creditor regarding the necessity 
for the loan, thereby shifting the onus from the plaintiff 
to the defendant. 

188. When several properties are mortgaged by one 
bond, and the debtor wishes to satisfy his creditor by sel- 
ling one or more of them, he is at 
gage^iien. 5 up ° f m ° rt ~ present unable to get a proper price 

for the property, or properties, which 
he wishes to sell so long as the creditors’ mortgage holds 
good, while the creditor cannot allow the mortgage on any 
of the properties to be released, without running the risk 
of having to press his claim on the remaining properties 
in a money-suit instead of in a mortgage suit. To meet 
such cases we suggest that the value of each property 
should be separately noted in the bond and the lien split 
up and mentioned separately so that a debtor could satisfy 
the debt and redeem his property piece-meal. 

184. Finally, we have the bitter complaints against the 
proverbial delays of the law courts, particularly in execu- 
tion proceedings. Even the judicial 
law-courts. 3 * delays of officers make no secret of this state of 

affairs. The measure of the evil can 
be easily judged from the fact that a district judge has no 
hesitation in saying that “ the period generally taken in 
realising a decree on a pro-note is not less than 5 or 6 years 
at the average ”. It is idle to talk of increasing banking 
facilities and lowering the rates of interest in an area in 
which this state of affairs prevails. The Civil Justice 
Committee has fully dealt with this matter; and we have 
nothing useful to add to what they have recommended. 
We are not a Committee of lawyers and judges; but speak- 
ing as laymen, we are not at all impressed by the attitude 
of despair adopted by some of the Judges who have favour- 


ed us with their views. The evil is admittedly great, 
and some remedy must be found for it. No strong super- 
structure of banking and credit can be established on the 
foundations of non-recovery or inordinate delay in recovery 
of loans. Even investment in gold and silver orna- 
ments is more economic than loans which are either irre- 
coverable, or recoverable with great difficulty and after in- 
ordinate delays. The greatest service that the Judicial 
Administration can render to banking is to devise a suit- 
able remedy for quicker recovery of dues from the debtors- 
Until this is done, no great development can be achieved. 


315 


CHAPTER XX. 

Mortgage Banks for long term credit in rural and 

URBAN AREAS. 

185. We have already cited facts and figures to prove 
that the existing system of agricultural credit lacks faci- 
lities and suitable machinery for 
•credit.*^ for long tenn providing long term credit to agri- 
culturists, for which there is an 
appreciable demand in the rural areas. We have also 
noticed that a very large portion of the annual savings of 
the agriculturist in normal years is invested in land and 
in house property which in the absence of suitable banking 
facilities for long period loans cannot be mobilised as the 
basis of adequate credit in any emergency. In the urban 
areas likewise it is a common thing in prosperous years for 
a merchant or even a banker to invest heavily in house pro- 
perty, which in a period of commercial depression or in 
case of need cannot be made the basis of adequate credit in 
the money market. Joint stock banks, including the 
Imperial Bank avoid locking up their resources in immov- 
able property,, and the existing mortgage law and legal 
procedure make it very difficult to recover mortgage loans 
without undue delay. Well-known commercial firms have 
sometimes been obliged to go into liquidation not because 
the normal values of their assets locked up in immovable 
property are insufficient for the discharge of their debts 
but only because no adequate banking facilities are avail- 
able for the purpose of fairly long period loans on the 
security of immovable property. Except a few indigenous 
bankers and investors, who have surplus funds of their own 
to be invested in immovable property and who charge heavy 
rates of interest to cover the necessary insurance against 
risk of loss and delay on account of the uncertainty sur- 
rounding the title to landed property and the longdrawn- 
out legal proceedings in mortgage suits, there are no credit 
institutions specially designed for mortgage credit whether 
in the rural areas or in the cities. We are, therefore, of 
opinion that.it is necessary to provide adequate facilities 
for long period loans both in urban and rural areas at 
an early date. Two of our colleagues, Mr. Gray and 
Kanwar Moti Lai, do not think it at all necessary to create 
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a separate agency for this purpose and consider that the 
existing credit agencies will prove quite adequate to meet 
the demand for long period loans, if only effective facili- 
ties for recovery of loans on mortgage of property are pro- 
vided. The majority, consisting of the Chairman, Nawab 
Major Mohammad Akbar Khan, Mr. H. L. Chablani and 
Lala Bal Kislien, are, however, of the opinion that it is 
against the principles of commercial banks or commercial 
bankers to lock up their funds in long period loans when 
their deposits are largely for short-periods, and that the 
only satisfactory solution of the problem will be a land 
mortgage bank, attracting funds for long periods and in- 
vesting them in long period loans on mortgage of property. 

186. Neither the majority nor the minority are under 
any illusion as to the extent of the field for mortgage in- 
stitutions in the Centrally Adminis- 
_ ? for tered Areas. They all feel that land 
mortgage banks run on sate lines will 
have only a limited scope for legitimate business in the- 
rural areas of these provinces in view of the following con- 
siderations : — 

( i ) A considerable portion of the amount borrowed 

by the agriculturist is for seasonal purposes or 
for tiding over occasional scarcity, and no long 
term credit facilities are required for this por- 
tion of the agriculturists’ debt. 

(ii) A certain amount of credit is demanded for 

wasteful purposes and no long-term credit faci- 
ties should in the interest of the agriculturists 
be provided for these purposes. 

(Hi) There is an appreciable demand for loans for 
purchase of land which at the present inflated 
value of land does not yield more than the most 
reasonable rate of interest on which long term 
credit can be available. Except in exceptional 
circumstances, it is not, therefore, economic for 
the agriculturist to purchase land with money 
borrowed on the mortgage of his land : and any 
further facilities" in this direction are undesir- 
able. 

(iv) It is not an economic proposition for families 
with a heavy mortgage debt to borrow monev 
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even at 8 per cent, for the purpose of redemp- 
tion of land and houses. Long term credit is 
needed only for families with a light mortgage 
debt- 

(v) There is no appreciable demand for loans for im- 
provement of land which cannot be satisfied 
by popularising takam loans, which are avail- 
able at far cheaper rates than any land mort- 
gage bank can afford to charge without a sub- 
sidy from the general tax-payer. 

(vi) Long term loans are needed for repayment of old 
debts, but it is very doubtful whether a land 
mortgage bank with the rigid recovery and 
economy, essential to its successful working, can 
compete successfully with the village money- 
lender, who combines money-lending with retail 
trade and commission business. But except 
probably in Ajmer-Merwara, the mahajan 
plays, comparatively speaking, a smaller part 
than the agriculturist lender in mortgage busi- 
ness in these Areas, and a mortgage bank run 
on strict business lines may by competition 
lower his terms if the security available to the 
bank is as good as is at present available to the 
agriculturist creditor. 

<{vii) If a land mortgage Bank is really to assist the 
agriculturist in wiping out his old debt it is 
essential that the amount of loan required for 
wiping out old debts should not be beyond the 
repaying capacity of the borrower as determin- 
ed by his surplus income within a reasonably 
safe period for a new experiment of this kind, 
say 10 to 15 years; and intensive enquiries show 
that a very limited number of agriculturists are 
in a position to repay their old debts out of 
their surplus income. 

(viii) The mortgaged area in several tehsils is already 
mortgaged for a higher amount than any 
mortgage bank can safely lend on the security 
of land in the Centrally Administered Areas. 

(ix) On account of small, scattered, and fragmented 
holdings, the low yield from land, the prevail- 



ing low rents compared with the value of land,, 
and the operation of the Land Alienation Act,, 
there are special difficulties in lending substan- 
tial sums for long periods, against the security 
of land in these areas. 

187. After making due allowance for all these facts 
the majority of the Committee still feel that there is 

ample room for legitimate and safe 
Scope for mortgage business for mortgage banks in the- 
administered areas. urban and rural areas of each of the 

three provinces. They therefore re- 
commend the creation of a land mortgage bank in the 
provinces of North-West Frontier, Delhi and Ajmer- 
Merwara. 

188. A co-operative mortgage bank, run in practice in 
Co-operative mortgage accordance with co-operative ideals 

banks - and strict principles, will undoubted- 

ly be preferable, from, the point of view of the ideals, to 
a joint stock land mortgage bank. But as has been 
pointed out by the Registrar of Co-operative Societies, 
Punjab, Delhi- and North-West Frontier Province, it is 
in practice extremely difficult to create in the administra- 
tion of the co-operative mortgage bank a sufficient balance 
between the interests of the creditors and those of 
the borrowers. Moreover, a joint stock bank in close touch 
with the mQney and stock markets is far more likely to 
command the necessary business ability which in this com- 
plicated business should be of particularly high order, and 
to attract the necessary capital than a purely co-operative 
bank in the present stage of the co-operative movement in 
the Centrally Administered Areas, and would, in our 
opinion, suit the present conditions of these Areas very 
much better. As in both cases some kind of Government 
assistance will be necessary in the early stages, Govern- 
ment will be quite justified in fixing, during the period it 
gives financial assistance, a limit to dividends which we 
suggest should not exceed 15 per cent, plus an amount 
necessary to make up 5 per cent, on an average during the 
years in which the dividend declared is less than 5 per 
cent. This would prevent any unreasonable tendency to 
profiteering, and if in addition to this the bank encourages 
its borrowers to subscribe a certain number of its shares,, 
which we recommend it should, the interests of the borrow- 
ers will be effectively safeguarded. 
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1S9. The proposed land mortgage bank, wliiefi we re- 
commend, should be at liberty to raise 
capital by — 

(a) having a substantial paid-up share capital; 

(b) attracting fixed deposits for not less than three 

years, and issuing savings certificates payable 
after 5, 10^ or 15 years, or longer periods, up 
to 10 times the paid-up capital ; 

(c) issuing debentures on the security of the land 

mortgaged up to a limit of 20 times the paid- 
up capital ; 

(d) extending its operation to insurance of all sorts 

under the same restrictions and safeguards as 
are imposed on insurance companies; 

( e ) requiring every borrower to subscribe a certain 

number of shares; 

(/) securing loans from Government, and banks on 
the security of its general assets; and 

(g) acting as intermediary between the private cap- 
italists and the borrowers, giving in this case 
a first mortgage to the private capitalists. 

It should not be allowed to start work unless its sub- 
scribed capital is at least 10 lakhs, one-half of which must 
be paid-up and one-half should remain as reserve for un- 
called liabilities of the shareholders. 

Our colleague Kanwar Moti Lai dissents from clause 
(d) of the above recommendation on the ground that it will 
lead to unfair competition with the existing insurance com- 
panies as the bank will be receiving some financial assist- 
ance from Government under our recommendations. The 
majority, however, consider that insurance funds are 
peculiarly suited to the requirements of mortgage banks, 
and desire to draw attention to the fact that the use of 
insurance funds for mortgage credit is quite common in 
foreign countries. \ y yyyTyT fbC-yyy', \y yyyy-, 

190. During the first 10 years of the working of the 
bank it will, in our opinion, be desirable to fix a low 
Lo ang maximum limit on the amount of 

oans ' loans advanced to a single' indivi- 

dual, say at Rs. 5,000 in rural and Rs. 10,000 in 
urban areas, subject to the proviso that the minimum 
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loan should be such as to repay the cost of the transactiom 
to the bank and such as a primary co-operative credit 
society cannot conveniently give. In no case the loan 
advanced should exceed 25 per cent, of the value of mort- 
gaged land subject to the Land Alienation Act, or ten 
times the annual average net yield of the land and 50 per 
cent, of the price of urban landed property. As to the 
valuation of agricultural land, choice should be given to the 
borrower either to accept land tax as the basis of the valua- 
tion on the scale fixed by the bank or to ask for a special 
valuation by an expert, in which case he shall pay the in- 
cidental charges which the bank has to incur. In the 
beginning the activities of the bank in rural areas should, 
in our opinion, be confined to a class of business interme- 
diate between the short term loans of the ordinary co- 
operative credit societies and the long term loans of some of 
the land mortgage banks in Europe, by limiting the period 
of loans to 10 to 15 years, provided that care is taken that 
the period is such as to enable the farmer to pay the instal- 
ments due from his agricultural earnings after keeping 
enough for his maintenance and for his farming operations. 
The methods of repayment of loans by borrowers should be 
by amortization instalments of an unvarying amount, leav- 
ing the borrower, however, free after 5 years to pay back the 
whole amount before time. The discretion of the bank to 
grant extension of time for payment of instalments should 
be limited to postponing one instalment at a time and to 
not more than 2 instalments consecutively, except when the- 
borrower has already paid more than 10 instalments in 
which case postponement up to 3 consecutive instalments - 
may be allowed. 

In view of Government assistance, we recommend that 
the proposed land mortgage bank should be prevented by 
statute or regulations approved by Government from charg- 
ing more than 12 per cent, interest on loans. 

7. During the first 20 years the land mortgage bank 
should in our opinion receive Government assistance in the 
following ways: — 

(a) A loan for 20 years at 2 per cent, less than the- 
talcavi rate for the first five years and thereafter 
at 1 per cent, above Government’s borrowing 
rate in the market, not exceeding in amount |th 
the amount invested in loans to farmers. 
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(&) A guarantee of interest on all deposits for five 
. years or more at ^ per cent, below the Imperial 
Bank’s rate for Savings Deposits. 

’ (c) A guarantee of 5 per cent, interest to all deben- 
ture holders. 

(d) Contribution to the extent of half the prelimi- 
nary expenses in setting up the bank, half the 
cost of necessary establishment of the bank, and 
J : th of the cost of the valuation of land by 
expert valuers, provided that Government shall 
not be called upon to pay anything on account of 
these items if the reserve fund of the bank is 
sufficient to meet- them. 

191. To improve the legal position of the bank the 
. , . , following changes in law' appear to us 

to be necessary: — 

(a) The bank should be entitled to all the existing con- 

cessions to the co-operative societies in the form 
of exemption from stamp duties, registration 
fees, and income tax, and to free remittance of 
funds within the province. 

(b) The debentures, or bonds, issued by the bank 

should be declared as valid investments for 
trust funds. 

(c) The bank should have power to recover its in- 

stalments from the agriculturists as arrears of 
land revenue during the years when the village 
crops are 8 annas or above, and may pay, 
through Government a commission of per 
cent, on all sums recovered through the 
patwari. 

( d ) The bank should be given free access to the village- 

records and the records of the Registration- 
Department. 

(e) The bank should, subject to clause ( g ), be given the 

right of entering into possession, foreclosing 
the mortgage and selling the property by public 
auction in the case of default, after giving the 
defaulter three months’ notice to pay the instal- 
ment, without any reference to a court of law. 
(/) Every borrower should be bound by law to disclose 
■to the mortgage banks all particulars affecting" 



title to the property offered for mortgage and 
give such information as the mortgage bank 
considers necessary; and he should be liable to 
punishment up to three years’ imprisonment for 
giving any information which is found to be 
materially false or misleading and which affects 
in any way the security oh which the mortgage 
bank has advanced a loan. 

(o' With a view to protect the land mortgage bank 
against loss, as well as to improve the security 
of the borrower so as to give him the benefit of 
the lower rates of interest and a higher amount 
of loan which in some cases will be absolutely 
necessary if old debts are to be completely wiped 
off, the Land Alienation Act, or the rules under 
it, should be modified so as to include the mort- 
gage bank among agriculturists so far as the 
sale and transfer of land are concerned (subject 
to the same restrictions on the bank’s power to 
sell as are imposed under the Land Alienation 
Act on agriculturists), provided that the 
bank shall not be at liberty to hold possession 
of the land without selling it for more than 
three years. 

(h) The Committee recommend further that the occu- 

pancy rights should be made assignable and 
transferable to co-operative credit societies 
and land mortgage banks, subject to option 
being given to the landlord to purchase the right 
of the bank within a certain time-limit, and so 
also crops and farm wealth, including live 
stock, up to 10 per cent, of their value. 

(i) The account books of the bank should be accepted 

as correct in all legal proceedings and certified 
copies thereof should be sufficient. 

Our colleagues Messrs. H. L. Chablani and V. F. Gray 
do not agree to the proviso to clause (g), which they feel 
might in certain contingencies create for the bank serious 
difficulties in the disposal of their property. They do not 
want to jeopardise the position of the bank by restricting 
its freedom to choose the proper time for selling the land 
and realising the security. Lala Bal Kishen also does not 


agree to the proviso but feels that the discussion is only an 
academic one since no banking concern will keep a property 
on its hands for any length of time. He wishes to invite 
attention to Mr. Dawson’s evidence before the Royal Com- 
mission on Agriculture, which shows that although his 
mortgage bank was not under any compulsion to sell land 
within any specified period, the policy of the management 
had all along been to dispose of it at once to avoid a fall 
in price. The Chairman and Nawab Major Muhammad 
Akbar Khan, on the other hand, regard the proviso as es- 
sential for the purpose of ensuring that the policy under- 
lying the Land Alienation Act is not defeated by a deli- 
berate refusal on the part of the bank to sell the land to 
agriculturists. Kanwar Moti Lai is in favour of the pro- 
viso on the ground that otherwise the land mortgage bank 
would be in an especially privileged position as compared 
with the ordinary joint stock bank or indigenous shroff 
lending money on mortgage of land. 


192- The bye-laws of the bank should provide for the 
constitution of a reserve fund to which the bank should be 
„ , bound to carrv at least 5 per cent, of 

the interest actually received, tor re- 
demption of debentures, and for an adequate guarantee 
that no more mortgage bonds are issued than there are 
securities available; and should require the approval of 
Government, who should have all the powers of supervision, 
inspection and audit necessary for ensuring sufficient pro- 
tection to the debenture holders. 


Land Register. 


193. To facilitate investigation of 
title, it will be necessary — 

(a) to extend the scope of the village record of rights 
relating to agricultural land so as to include 
house property as well as a prudent estimate of 
the value and yield of all real estate, 


(b) to maintain a similar register of rights in land for 
the urban areas wherein the legal conditions 
governing urban real estate are officially 
.entered, 


(c) to make a transfer or a cession of rights on real 
estate valid only after it is entered in the Land 
Register or Record of Rights and properly 
mutated by competent authority, and 
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(d) to give access to the Land Register to all persons 
desiring inspection on payment of a nominal 
fee. : 

194. In order to secure proper co-operation between the 
village co-operative credit society and the land mortgage 

Co-ordination of co- bank it should be laid down that, in all 
• operative credit societies cases in which the borrowing land- 
.and land mortgage bank. 0Wllel > j s a member of the Co-operative 

credit society, the land mortgage bank shall consult the co- 
operative credit society before granting him a loan and 
that the co-operative credit society shall, after receiving 
intimation from the land mortgage bank that it has 
granted a long period loan to any of its members, 
insist on his discharging all his previous debts tc 
the society, except the crop loan, within the limits prescrib- 
ed by the mortgage bank. Further, loans to tenants should 
not be granted by the land mortgage bank without a 
guarantee by the primary co-operative credit society, 
■through whom only applications by tenants should be sub- 
mitted. We are, further, of opinion that the bank would 
find it useful to employ the agency of the co-operative 
-credit society and the licensed, mahajan as local agents of 
the bank, but in view of the fact that in certain areas this 
might cause some misconception we abstain from recom- 
mending any restriction on the freedom of the bank to 
choose its local agents. 

195. Our colleague Lala, Bal Kishen wishes to add 
Laia Bal Kishen’s view the following note in order to explain 

iP oint - his view point further : — 

“ (1) I would emphasise the importance of a most care- 
ful preliminary enquiry before a land mortgage 
bank is floated and would insist on efficient 
management as essential. Experience has 
shown that for the success of land mortgage 
bank the character of the borrower is a great 
factor. The average borrower looks only to 
the provision of credit and pays little attention 
to repayment of loan and the security he can 
offer. He regards access to credit as a right and 
not as a privilege to be deserved. Land mort- 
gage bank cannot succeed if the borrower is 
wrong. Co-operative movement when well 
established can help a lot in creating the right 




sort of borrower as a result of proper and 
persistent teaching. To have an appreciable 
demand is different from actual need for long* 
term credit for the purposes for which a loan 
on long term can reasonably be given. 

As long as the rate of interest is as high as in India 
it is doubtful if any land mortgage bank can 
give loans which cannot be repaid from savings 
within 20 years. 

(2) It is only reasonable that when the proposed 
mortgage bank seeks Government assistance it 
may restrict its dividends practically to in- 
terest rate, or one per cent, higher, till the 
period of Government assistance. 

(3) I oppose the inclusion of insurance business in 
the scheme of the bank, as it would involve it 
in another intricate and technical business 
which is not its line. I am not in favour of 
joining too many functions in one institution. 

(4) I am not in favour of recoveries of the bank 
being made from the agriculturist borrowers as 
arrears of land revenue for more than one 
reason : — 

(a) It will make the bank slack in applying res- 
trictions and taking precautions on loans 
advanced if it thought they will be recovered 
through another agency. 

“ (&) It would result in driving the villagers to the 
much maligned patwari for this work also. 

“ (c) It will place the Government in the position 
of a lender recovering the dues of a bank, 
which is not a proper function of the Govern- 
ment; Government would prefer a private 
agency for the provision of long term credit 
which would make its own recoveries, other- 
wise it could push on further the takavi 
loans. A similar proposal from Wedderburn 
was dropped nearly 50 years ago. A 
joint stock mortgage bank should not require 
more assistance than a co-operative mortgage 
bank for obvious reasons. I would recommend 
that the proposed bank should have a charge 
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on the crop and facilities for arbitration in 
place of the recommendation regarding 
recovery of its dues as arrears of land revenue. 
The recovery through Revenue Department, 
was tried in the United Provinces in case of 
co-operative societies’ dues but the effect was 
not healthy either on the borrower or the* 
movement.” 
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CHAPTER XXI. ' 

Indigenous Bankers. 

196. In dealing with the indigenous bankers in the 
Centrally Administered Areas, one is confronted with the 

introduetor initial difficulty of distinguishing 

io nctoiy. between the ordinary investor, a 

regular money-lender and an indigenous banker as there are 
no clearly defined or distinctive marks in each of these three 
classes. Neither the census nor the Income-Tax Depart- 
ment makes any distinction between these three in their 
statistics. A hanker is often distinguished from a private 
money-lender by the fact that he receives deposits and deals 
with other people’s money rather than with his own, but 
this distinction will not help us very much in these provinces 
as a number of money-lenders and even shop-keepers 
receive deposits to some extent without doing any banking 
at all; while a large number of people known as bankers 
and shroffs do not receive any deposits except from members 
of their own families, friends and relatives. The most 
common form of credit instrument handled by the banker 
is the bill of exchange or the hundi. Every dealer in hundi 
is not, however, a banker in India, as in many large towns 
some investors buy hundis though they do not sell them or 
discount them. Banking is not the sole occupation of all 
those who are popularly known as bankers or shroffs ; most 
of them do a certain' amount of trading, on their own 
account, derive rent from their landed property, indulge in 
speculation either occasionally or as a part of their regular 
business. It is, therefore, very difficult to be sure that a 
particular individual is not more a merchant than a banker. 

Subject to these qualifications, it may be said roughly 
that the number of income-tax assessees in the class of 
money-lenders, and bankers in the urban areas, etc., indi- 
cates the maximum limit of the number of indigenous 
bankers in the province, as practically nobody with any 
standing in the market has his head office in any village. 
But the exact number of bankers can only be known by the 
local reputation individuals enjoy in the local money- 
market. According to the common usage of the market, 
•only regular dealers in hundis are classed as indigenous 
bankers, and throughout this chapter our statements should 

M 2 
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be understood to be restricted in their application to these 1 
regular dealers in hundis in the bazaar. 

197. The Indian States of Rajputana enjoy the reputa- 
indigenous Bankers in tion of being the home of indigenous 
Aj mev-Mer wara. bankers since ancient times, and 

A j mer-Merwara surrounded as it is by the old Rajput 
States has some very old banking firms. The com- 
munities which practice banking are generally known by 
the name of mahajans, though, to some extent, even other 
communities have taken to banking. .Among these maha- 
jans are included Agarwals. Oswals, Saravagis and Mesris. 
The number of bankers and money-lenders paying income- 
tax and their estimated income in Ajmer-Merwara is given 
in the following statement supplied by the Income-Tax 
Department: — 



Amount of income-tax. 
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Enquiries by the Committee, however, show that out of 
these- only the following firms are considered as real indi- 
genous bankers in Ajmer-Merwara : — 

Name. Head Office. Branch Office. 

1. Rai Bahadur Seth Biradh Mai Ajmer. Beawar. 

Lodha. 

2. Rai Bahadur Seth Tikanichand Soni. Ajmer. 

3. Rai Bahadur Seth Oh&mpalal Beawar. Ajmer. 

Raniwala. 

4. Seth Sheodaval Ajmer. 

5. Seth Bisheshar La! .... „ 

6. Seth Ram Pershad . . . . 33 

7. Seth Nor at am Mai . . . ., 

8. Seth Pokar Mai . . . . . ' 33 '' 

9. Seth Vithal Das Rathi . . . Beawar. 

10. Seth Hirachand Sancheti . . . Ajmer. 

11. Seth Dhulchand Kaluram . . . Beawar. 

12. Seth Kundanmal Udaimal . . „ 

13. Seth Sahibchand Sahesmal . . „ 

14. Seth CWiogolal Motilal . . . ,, 

15. Seth Ram Gopal Ramsawrup . . ,, 

16. Seth Ram Baksh Ketsidas . . 

17. Seth Raich and Ugraehand . . „ 

18. Seth Thakurdas Khemraj . . „ 

19. Seth Kundanmal Lalchand . . 33 

20. Seth Deokarandas Ramkumwar . „ 

21. Seth Slier singh Raghunath Das . 33 

.22. Seth Cliunnilal Oakarmal . . „ 

23. Seth Kanmal Tejinal . . . . „ 

24. Seth Girdharlal Ajodhya Pershad . 33 

25. Seth Mukhram Sagarmal . . ,, 

26. Seth J awahirmal Cliandmal . . 33 

27. Seth Hiralal Rajmal .... Nasirabad. 

28. Seth Bhimraj Chliogalal . . . 33 

29. Seth Daulatram Kundanmal . . Kekri. 

Only three of these firms do banking business of all kinds, 
namely, receiving deposits, doing remittance work, selling 
and purchasing Jmndis in the bazaar, and lending money, 
their own or raised by means of deposits or by sale of Jmndis. 
Only one of these has, however, extensive deposits, and of 
the remaining two one is reported to accept deposits only 
from personal friends whom the head of the firm wishes to 
oblige- The remaining 26 firms do banking business in 
varying degrees. Very few of them are reputed to have 
any deposits from the public. Only five of them enjoy the 
general reputation of raising money in the market by 
selling Jmndis. Others are for the most part content to 
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invest their own capital, but they can and do occasionally 
sell hundis in the market, which the market readily 
accepts because of their standing. Of these 29 firms, oan 
deals in opium and another in cotton. Three of these firms 
have got a number of branches spread all over India. One 
of the firms has got offices at Ajmer, Jaipur, Jodhpur, 
Udaipur, Kotah, Shahpura, Karauli, Bharatpur, Dhol- 
pur, Neemuch, Mandsaur, Gwalior, Bhanner in Ajmer 
XIaqa, Calcutta and Bombay, and another firm has got 
branches at Ajmer, Jaipur, Jodhpur, Kotah, Alwar, Tonk, 
Calcutta, Bombay, Nawanagar, Shahpura, Siraunj, Nim- 
bahera, Deoli and the Jodhpur Residency. A third 
maintains its own offices in Beawar, Ajmer, Nasirabad, 
Kekri, Bijainagar, Kishengarh, Sarwar, Tonk, Gulab- 
pura, Bhilwara, Kapasin, Shahpur, Gungapur, Hansi, 
Bombay and Karachi. Quite a large number of these firms 
are of old standing, one being 140 years old, three 100 years 
old, one 80 years old, two 60 years old and two 40 years old. 

198. These indigenous bankers do not at present finance 
agricultural production in A j mer-Mer wara . At one time 

they used to have dealings with the 
Present credit activities village money-lenders as well as with 
in Ajmer-Merwara. tile agriculturists but this has HOW 

completely ceased. According to a 
leading banker, there were two main reasons for this : 
“ One is that since the great famine of 1899 there has been 
a scarcity year every three or four years and the city 
shroffs were unable to recover money from the village money- 
lenders who were affected by the calamities of the agricul- 
turist. They managed, however, to recover a part of their 
dues by getting sales of land executed in their favour for 
some time. What little remained of their dealings w r ith 
the village money-lenders disappeared with the passing of 
Land Alienation Regulations under which an agriculturist’s 
land cannot be sold to a non-agriculturist except with the 
permission of the Collector.” These firms, however, 
continue to deal with both the village money-lenders and the 
agriculturists in Indian States where they have got their 
branches and where no protective laws similar to the Land 
Alienation Act are in force. In Ajmer-Merwara they help 
the zamindar only during the stage of marketing the 
produce not directly but through the artias or commis- 
sion agents who give advances against produce stored with 
them and borrow money for the purpose from these bankers. 
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They finance the internal trade of the province as well as 
its export and import trade. They finance the movement of 
agricultural produce by purchasing demand drafts from 
produce dealers, and lend to grain dealers as well as gold 
and silver merchants on accounts which run from day to 
day. Some of them are investors and managing agents of 
cotton mills in Beawar ; but except for this they do not 
finance industries in general. They advance loans as 
money-lenders against landed property. Two of the 
biggest of them are treasurers of Indian States, one of them 
being in charge of State treasuries at Bharatpur, Dholpur, 
Karauli, and the Jodhpur Residency, the other being 
Treasurer of Kotah and Alwar States. The same two act 
as treasurers and disbursing agents for salaries on behalf 
of the metre gauge and broad gauge sections of the Bom- 
bay* Baroda and Central India Railways. A third indi- 
genous banker is Government Treasurer in Ajmer and 
Beawar. But the main business of these indigenous 
bankers is remittance, particularly remittances to and from 
the ports. Only a minor portion of their activities is con- 
fined to the limits of Ajmer-Merwara. The bulk of their 
earnings are from outside, particularly from business in 
the surrounding Indian States. 

199. Quite a considerable part of the working capital 
of these indigenous bankers is their own capital ; but they 
raise some amount by deposits also. 

How they raise their The evidence points to larger deposits 
urids ‘ in the past, but at the present time- only 

three of these bankers raise substantial amounts by deposits. 
The general tendency among them is to avoid receiving 
deposits except from personal friends and relatives who 
.are not likely to embarrass them by demanding back their 
money at inconvenient times. On the whole, it is generally 
believed that the Imperial Bank has at present more 
deposits than those of indigenous bankers taken together. 
Muddati hundis used to be common in this province but of 
late owing to the increase in stamp duty the use of 
muddati hundis has considerably declined. These hundis 
were and are used by the shroffs as a mode of investing their 
own money and not as a means of raising f unds by having 
them discounted with the Imperial Bank. In fact the dis- 
counting of muddati hundis with the Imperial Bank is at 
present practically nil. But the indigenous bankers rely 
on darshani hundis both as a means of remittance and as a 
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means of raising money. Very few of these darshani 
hundis are ever sold to the Imperial Bank. They thus 
derive practically no help in the matter of finance from the 
Imperial Bank in Ajmer, and the more substantial among 
them seem to consider it beneath their dignity to approach, 
the Imperial Bank for any help whatever. 

Some of these indigenous bankers are reluctant to give 
even 3 per cent, on deposits but those who depend for their 
finance on the deposits pay interest varying between 3 per 
cent, and per cent. For about 7 months the rate is 
generally below 6 annas per cent, per month and for 5 
months of the year below four annas per cent. 

Special forms of the hundis used are given, in Appendix 
C below. 

It is difficult to form any accurate estimate of the total 
working capital employed by these indigenous bankers in 
their banking business, but a well-informed manager of one 
of the leading firms said that in the bazaar all these people 
taken together were considered to be worth about 3 crores, 
of which only 1 crore was really available for banking 
business. On this basis, he estimated that their total work- 
ing capital including deposits and the money raised by 
hundis amounted to about 2-§ erores a year. 


200. Loans are given either for fixed periods or on 
chain khata or running accounts. Lending on promissory 
. T _ . notes is not common in Aimer though 
*■ l “ d “« B ““~ the branches of these indigenous 
bankers elsewhere do this business on a considerable scale. 


Usance hundis are also discounted. On fixed loans, interest 
is recovered some times in advance; on cash credits it is 


calculated on the daily balance ; and on loans against orna- 
ments and simple khata, it is calculated yearly. The rates 
of interest vary with the security offered. Against orna- 
ments loans are advanced at rates varying between 6 and 
7\ per cent.; against security of produce and railway 
receipts for exported wool at 7' per cent. ; the common rate 
against landed property is 9 per cent. ; and against personal 
security the rate varies between 6 and 9 per cent, according 
to the standing of the parties. The rates for various parties 
do not vary with the seasons nor do they change with the 
market rate of interest in the ports wfiere some of these 
bankers have their offices; it is more or less permanent 
for each client in Ajmer-Merwara. The rate of inter- 
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lending among the sahukars is 3 per cent, in the dull season 
from May to October, and goes up to 6 per cent, in the 
winter season. On an average during the 7 months of 
the year. May to October, it is about 4-|- annas per cent, 
and for the 5 months, November to April, 6 annas per cent. 
The discounting rate of muddati hundis differs according 
to the stability of each firm. It varies generally between 
4 annas and 5 annas per cent, but in the busy season it 
goes up sometimes to 6 annas per cent. It, however, never 
goes beyond 7-| annas per cent, in Ajmer or even at the 
branches of these indigenous bankers at the ports, as it 
is generally considered humiliating to pay a higher rate. 

It was stated in the evidence before the Committee that 
the sahukars or indigenous bankers would be quite ready 
to lend at 5 per cent, for 4 or 5 months of the slack season 
of the year, if there was a certainty of repayment or a Gov- 
ernment guarantee for the security of loans. Complaints 
regarding slow recoveries and delay in the law courts are 
general, and it is generally believed that the Insolvency 
Law is too tempting for a dishonest borrower. 

The Imperial Bank rate seems to have very little effect 
on the shroffs’ rates. The rates in the money market in 
Calcutta do not lead to any change in the rates of Ajmer 
or Beawar bankers but this is true only of the muddati 
wndi rate. The Imperial Bank rate affects the rate of 
Bombay or Calcutta offices of the Ajmer indigenous 
bankers, and consequently it does affect the rate for demand 
drafts of the local offices of the indigenous bankers in 
Ajmer. 


201. The indigenous bankers are able to remit money 
not only to places where they have got their own branches 
■o ... , . but also to a number of other 

places where they have their artias. 
For instance, one of the leading firms can and 
does draw hundis on their artias in Delhi, Amritsar, Dera 
Ismail Khan, Madras and Hyderabad (Deccan), although 
it has no office of its own at any of these places. Formerly 
when railway communications were not so good, the 
system of artias was far more extensively spread and 
these bankers used to have artias at many more places than 
.at present. 'A A A-' ' yv. ; .; 

The remittance to neighbouring villages is done through 
special messengers who carry specie and notes. Money is 
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remitted to the ports by Jwndis in the case of small amounts 
and by supply bills for larger amounts. Currency notes 
are also used for remittance purposes, but by far the larger 
amounts are remitted by means of hundis. It is interesting 
to note that the hundi on Bombay is used not only for 
the -purpose of remitting money to Bombay but as a means 
of discharging monetary obligations to persons living in 
towns of upper India. For instance, the guv merchants 
who get their gur from Meerut and other places in Northern 
India remit money to these places by means of hundis on 
Bombay because shroffs’ hundis on Bombay and Calcutta 
are in demand in these places also. And this is clone in 
spite of the fact that the Imperial Bank can give a direct 
draft on some of these places. The rates for dar shard 
hundis on port towns vary in the busy season between 
99-12-0 and par, and from par to 100-4-0 in the off season. 


There is a general complaint that the business in 
demand drafts or darshani hundis of these indigenous 
bankers has suffered a good deal after the opening of a 
branch of the Imperial Bank at Ajmer, as the Im- 
perial Bank fixes its rate for demand drafts irre- 
spective of the local market conditions prevailing 
at a particular time and makes no distinction be- 
tween indigenous bankers, and the general public in the 
matter of rates. Formerly, money used to move freely 
between various centres in Rajputana. for example, Jaipur, 
Jodhpur and Ajmer with a slight difference in the rate for 
hundis on Bombay, but there is not much inducement to 
do this now-a-days because the Imperial Bank’s demand 
draft rate on Bombay is the same at all its branches. It 
is also pointed out that in the busy season darshani hundis 
on Bombay used to be sold even below par, which was to 
the advantage of merchants; but this has become impos- 
sible after the opening of the branch of the Imperial Bank 
as the indigenous bankers have no chance of making a profit 
in other months when hundis used to be much above par 
formerly. . ■ y':/, y :: ’ ' 


202. There is no organised money market in the 
towns of A j mer-Merwara , but dalals or brokers go 

round every day, and the local offices 
oaey mar et. 0 £ ^ indigenous bankers are in daily 

telegraphic touch with the organised money markets in 
Bombay and Calcutta. Within the province money flows 
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from urban to rural areas at the time of the harvest, but 
mofussil hundis are generally discounted locally during 
the busy season and are sent to Ajmer and Beawar only 
during the off season. Money also moves between the 
towns of Ajmer-Merwara and the towns outside the pro- 
vince at the slightest inducement; for instance, after de- 
ducting railway expenses if the indigenous banker could 
save 1 anna or 6 pies per cent, he would remit from Jaipur 
to Ajmer or rice versa. Money does flow from Calcutta 
and Bombay for employment in Ajmer-Merwara during 
the busy season of the year, and there is constant move- 
ment of Binds between the offices of Ajmer indigenous 
bankers in Indian States and their offices in port towns. 
During the months of December to March, funds gene- 
rally move from the branches of the indigenous bankers 
and shroffs in Indian States to Calcutta and Bombay for 
more profitable employment there, while in the month of 
April these funds return to their offices in Indian States. 
Ordinarily, a difference of 2 annas per cent, in the hundi. 
rate is quite enough to move funds from one place to 
■another. 

203. The relations of the indigenous bankers with 
their clients are generally cordial; and far from there 
being any prejudice against them, the 
public in Ajmer-Merwara shows a 
decided preference for them over the 
Imperial Bank. For this several reasons are given. It 
is said in the first place that the shroff’s accept the hundis 
of merchants without invidious distinctions but the Impe- 
rial Bank imposes certain arbitrary restrictions. The 
Government Treasury closes at 4 p.m., and the Imperial 
Bank pays up to only 2 p.m. and accepts payment only 
up to 4 p.m. , but the indigenous bankers take and give 
money at any time during the day or night. The Impe- 
rial Bank can give a draft only if the full amount is paid, 
while a client can easily give an indigenous banker a few r 
hundreds less and get from him a hundi for the whole 
amount, paying the remaining sum after two or three 
days. The English script is an obstacle to some; while 
the time taken in dealing wdth the Imperial Bank is con- 
sidered a sheer waste by busy merchants. The Imperial 
Bank would put a lode on the articles received till its 
money is paid, while the indigenous bankers do not do 
this. ” It is further alleged that if clients fail to send 


Relations of indigenous 
hankers with their clients. 
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an immediate reply to their balance verification letter, 
which some of them do not sometimes understand, their 
accounts are transferred to Bombay with the result that 
when they ask for money they are told that their accounts 
have been transferred to Bombay and money will be paid 
to them only when it is retransferred. It is also alleged 
that when money is taken to the Imperial Bank, good silver 
coins are very often mutilated along with spurious 
coins. Indigenous bankers follow their old customs, e.cj., 
an indigenous banker would send his own messenger to 
take the amount due on hunclis to the house of his client, 
while in the case of the Imperial Bank money has to be 
taken to the bank's premises. There is, moreover, a general 
feeling that the staff of the Imperial Bank insist on 
too many formalities and do not treat the merchants with 
the consideration they expect, there being no decent waiting 
rooms nor chairs for respectable persons. In addition to 
these, the indigenous bankers enjoy the advantage of a 
very low cost on establishment, of intimate knowledge of 
each and every client, and of fine family traditions and 
prestige in the local market. 

204. The city of Delhi has been known to be an im- 
portant centre of indigenous banking at least from the 
m . . -early days of the Moghul rule; and 

nKins M although it has been over-shadowed 
at present by the port towns 

■ of India as a financing centre, it still retains its 
premier position as a banking centre among the towns of 
'Northern India. It not only finances the bulk of buying 
.and selling transactions between Delhi and the neighbour- 
ing mandis, but also finances the business between the 
neighbouring mandis inter se and the movement of pro- 
duce between these mandis and other commercial centres, 
particularly the port towns. It is well -supplied with 
banking facilities as not only a number of indigenous 
'bankers carry on their banking business in Delhi but 
.almost all important exchange banks and Indian joint 
stock banks of Northern India maintain their branches 
there. It is important enough as a centre of trade in com- 
modities in Northern India, but it is much more important 
as a centre of collection business in demand bills arising 
■out of the movement of goods between these towns on the 

■ one hand and port towns on the other. 



The communities which practice indigenous banking 
in Delhi are mainly aggarwals, vaishes (including Jains) 
Khatris and Marwaris. The following statistics supplied 
by the Income-Tax Department indicate the number of 
bankers and money-lenders paying income-tax in the urban 
areas, their estimated income from interest and expenses : — 

Delhi Province. 


Urban Areas. 



No, of 
bankers 
and 
money- 
lenders. . 

Capital. 

Estimated 1 
interest. 

Interest 

C paid. 1 

r v. cc-vc 

Other 
: Expenses. 

Net 

."'.tncdme.. : 

Ineome- 

: : .'.tax. 



Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

1926-27 

73 

64,83,284 

3,30,822 

12,997 

32,557 

3,11,268 

18,270 

1927-28 

97 

65,22,669 

4,22,212 

14,492 

40,902 

3,59,508 

20,957 

1928-29 

I 100 

70,67,488 

4,83,05$ 

19,663 

53,679 

4,10,616 

23,278 


Local enquiries indicate that of these families only the 
following 43 are at present recognised as professional 
shroffs or indigenous bankers, though besides these there 
are over 100 persons who regularly buy Jmndis in the market 
as a means of investing their own capital : — 

1. Thakardas Moolchand, Nay a Bazar. 

2. Ramgopal Omrao Singh, Naya Bazar. 

3. Ram Gopal Bhagwan Das, Naya Bazar. 

4. Jot Ram Chander Bhan (Beharilal Kidarnath) 

Geoka Mall, Katra Tomaku. 

5. Paras Ram Harnand Rai, Naya Bazar. 

6. Sheo Parshad Gur Pershad, Cloth Market. 

7. Charanji Lai Deo Raj, Cloth Market. 

8. Datta Ram Ram Bilas, Cloth Market. 

9. Kunj Lala Balkishan Das, Katra Tomaku. 

10. Gopal Rai Amba Pershad, Katra Tomaku. 

11. Prem Sukh Das, Narsingh Das, Cloth Market. 

12. Narain Das Bhagwan Das, Cloth Market. 

13. Ishwar Das Nirbho Ram, Cloth Market. G 

14. Nathu Ram Ram Narain, Cloth Market. 

15. Sheo Ram Dass Gopal Cliand, Cloth Market. 

GT 16. Sanwal Das Jankidas, Cloth Market. 
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17. Johri Mai Giyan Chand, Egerton Road. 

18. Prag Das Mangal Sain, Khari Baoli. 

19. Tulsi Ram Jugal Kishore, Cloth Market. 

20. Chand Mai Gann Shankar, Pahari Dhiraj. 

21. Bhagwan Das Chiranji Lai, Cloth Market. 

22. Dwarka Das Gulraj, Egerton Road. 

23. Panna Lai Sheo Narain, Chandni Chauk. 

-24. Girdhari Lai Panna Lai, Egerton Road. 

25. Lakhmi Chand Ram Ivan war, Egerton Road. 

26. Harsukh Rai Munna Lai, Cloth Market. 

27. L. N. Gadodia, Kucha Naltoi. 

28. Lachhmi Narain Benarsi Das. Cloth Market. 

29. Gordhan Lai Ram Gopal, Bazar Sita Ram. 

30. Nawal Kishore Khairati Lai, Chandni Chauk. 

31. Ram Chand Hazari Lai (Kesari Chand Bal- 

mokand), Chota Dariba. 

32. Puran Chand Ratan Lai, Naugarh. 

33. Sohan Lai Harak Chand, Chawri Bazar. 

34. Bhana Mai Gulzari Lai, Chawri Bazar. 

35. Madho .Ram Budh Singh, Chawri Bazar. 

36. Ram Lai Sanahi Lab Katra Kush air ax. 

37. Isri Das Benarsi Das (S. K. D. Baijal). 

38. Hukam Chand Jagadhar Mai, Dariba Kalan. 

39. Incha Ram and Sons, New Delhi. 

40. Nanna Mai Janki Das, Chawri Bazar. 

41. Johri Mai Sanahi Lai, Chawri Bazar. 

42. Gordhan Das Sheo Narain, Nil-ka-Katra. 

None of these firms deals exclusively with banking. 
Banking is only a side-line in their main business, which 
is either cloth,' grain, iron, sundries or kirana, or gold 
and silver business, the order in which they are mentioned 
here indicating their relative importance. Each indige- 
nous banker does different kinds of banking business in 
varying degrees; but generally speaking their banking 
business is at present more or less restricted to sale and 
purchase of darshani hundis and loans on pro-notes. 

It is generally believed that the business of these indi- 
genous bankers in Delhi is declining and that such of 
them as remain in the business are gradually shedding a 



340 

number of banking functions which they used to perform 
before. The Gazetteer of the Delhi District published in 
the year 1913 mentions the names of about 7 leading 
families of indigenous bankers in Delhi, but an examina- 
tion of this list and its comparison with the list of exist- 
ing bankers indicates that a great change has been brought 
about in the position of these old families among the bank- 
ing firms. For instance, the firm of Lain Matwala Mai 
and Thakurdas, represented by Rai Bahadur Hardial 
Singh in 1912, has ceased to do any banking business at all, 
its representatives Rai Bahadur Madho Parsacl being at 
present only a landlord living on the rentals of his pro- 
perty. The firm of Lala Palamal and Mutsaddi Mai, now 
known as Chhunamal Saligram’s firm, has also ceased to 
do banking business. The banking firms of Sheo Singh 
Rai Nihal Singh, represented by Mr. Raghbir Singh, 
though still in the line, has greatly curtailed its 
banking business though only a few years ago its banking 
activities extended to Khurja, Aligarh, Rohtak, Gwalior, 
Muttra, Karnal and Bharatpur. The firm of Rai Bahadur 
Srikishan Das Gurwala, which was founded in about the 
year 1732. has closed its banking business. Another old 
banking firm of more than 200 years’ standing, namely 
Gulabrai Meharehand, represented by Rai Bahadur Paras 
Das, now lives mainly on the rentals of property. Even 
the oldest of all the banking families of Delhi, Harsuldi 
Rai Shugan Chand, does not do any banking business at 
the present time. The firm of Maharaja Lai also men- 
tioned in the Gazetteer has practically disappeared from 
the list of bankers. Among the families mentioned in the 
Gazetteer it is only the Dhuliawala family represented by 
Rai Sahib Minamal Somani, which continues to do any 
appreciable banking business. Local enquiries further 
show that only 15 to 20 years ago not only the number of 
indigenous bankers was very much larger than at present, 
one estimate placing it at as high a figure as 200, but they 
used to be bankers in every sense of the term. They had 
more deposits than they have at present ; they derived a sub- 
stantial income from hundi business and loans, and they 
then dominated the money-market. The position at pre- 
sent is materially different from this state of affairs . There 
is hardly a single banker in the full sense of the term; 
quite a large number of them have been reduced to the 
position of mere money lenders or merchants ; and, as has 
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been remarked above, their banking business is at present 
mostly a side-show. 

205. The indigenous bankers in Delhi are even more 
completely cut off from agricultural industry than the 

shroffs in A j mer-Merwara ; but their 
indigenous bankers and advances against stored produce either 
Artia. directly or through the artias or com- 

mission agents and their financing of 
the movement of the agricultural produce are much more 
substantia] than is the ease in Ajmer-Merwara. It is 
estimated that on an average, |rd of the working capital 
of the indigenous bankers in Delhi goes out of Delhi every 
year to finance grain and cotton trade in the neighbouring 
mandis. In the grain season they send money from Delhi 
city to the following mandis Eohtab, Sarsa, Hissar, 
Bhatinda, Chandausi, Aligarh, Hapur, Deoband, and 
Shamli. Only a few years ago the cotton trade in Hathras, 
Kosi, Palwal, Agra, Muttra, Karnal, Khurja and Aligarh 
was financed, generally by the indigenous bankers of Delhi 
during the cotton season, which lasts for three months, 
September, October and November. 

They finance the internal trade of the province as well 
as the export and import trade, but they have lost the 
predominant position which they had in the financing 
of grain, iron, timber, kaseras, and cotton, which they 
used to enjoy only a few years ago. They keep no deposits 
in any local industrial concern hut they help the local 
cotton industry to the extent of about 4 or 5 lakhs a year. 
They lend money against different kinds of security, e.g., 
pro-notes, mortgage of property, gold and silver, stock-in- 
trade, and railway receipts. Formerly they had a subsi- 
diary source of income from the encashment of notes but 
this has now completely ceased. 

206. The working capital of these indigenous bankers 
is partly supplied out of their own capital and is partly 

raised by selling hundis in the market, 
funds 7 they ra ‘ se their getting accommodation from the 
" n banks, and by attracting deposits. 

Twenty years ago when their business is said to have 
flourished more than it does at present, about jth of their 
working capital was provided by deposits, but at the 
present time they do not generally take deposits except 
from personal friends and relatives. The more substan- 
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tial of them do not accept any deposits ; only about five or 
six of them accept demand deposits, that is, deposits taken 
with an undertaking to repay at any time when the depo- 
sitor asks for the return of his money. Except with Khari 
Baoli bankers, there are no current deposits to which a 
■depositor can add when he pleases and which he can 
withdraw when he wishes. There is no cheque system 
except in the firm of Incharam and Sons. Their deposits 
are all fixed deposits, generally for sixty days. The rate 
of interest varies between 3 and 5 per cent., the maximum 
rate paid by the most substantial of the bankers being 
Re. 0-7-9 per cent, per mensem. Established and reputed 
firms do not vary their deposit rates from season to season, 
though occasionally the lesser ones pay even 10 annas per 
cent, in the months of October and November if their need 
for money is urgent. The total amount of deposits with 
these bankers does not appear to be a considerable sum. 
The income-tax officers estimate that only Us. 19,663 were 
paid by the indigenous bankers as interest on the deposits 
with them; estimating an average rate of 4 per cent, per 
annum, this suggests that the total deposits with them were 
less than five lakhs. Muddati hundis or usance bills are 
here also more a method of investing funds than a 
means of raising money. A well informed manager of a 
joint stock bank of the province estimates that nearly 75 
per cent, of these muddati hundis are held over up to 
maturity, and that the indigenous bankers re-discount 
them with the banks only to the extent of about 25 per 
cent, of the total. They are also used for the purpose of 
accommodating some clients and earning a commission for 
lending the credit and the security of one’s name. Some- 
times even darshani hundis are used for obtaining credit 
for a few days, say about four days. For instance, a 
shroff may sell a darshani hundi in the Delhi market to- 
day and remit money to the party in Bombay by a tele- 
graphic draft through a bank on the 4th day as the hundi 
will take two days in transmission and can be delayed for 
payment for two days more in Bombay. Specimens of the 
hundis in common use are given as an appendix to this 
chapter. 

Besides re-discounting both usance and demand bills 
with the joint stock banks and exchange banks, cash credits 
are also arranged with the banks, but this is not so common 
■as the sale of hundis, because the latter carries with it 
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greater prestige in the market. Formerly, nearly 20 per 
cent, of the working capital of the indigenous bankers in. 
Delhi was secured by rediscounting with the Bank of 
Bengal ; but at the present time according to the statement- 
made by the Manager of the Northern India Branches of 
the Imperial Bank of India, in his evidence before us, no 
help is required by the indigenous bankers of Delhi from 
the local branch of the Imperial Bank. It is difficult to 
make an accurate estimate of the total amount of the work- 
ing capital of these indigenous bankers. The manager of 
one of the Indian joint stock banks thought that out of 
the total funds available for investment from the public in 
Delhi, about 44 per cent, found its way to the banks in 
Delhi, 33 per cent, was absorbed by Government securities 
including treasury bills, and 22 per cent, went into the 
hands of shroffs. The treasurer of the same bank was of 
opinion that nearly 60 per cent, of the capital employed 
by the shroffs was their own capital and that only 40 per 
cent. Avas raised by other means, specially by the sale of 
hundis in the bazaar. 

207. Loans are advanced against promissory notes, 
Avith or without pledge of ornaments; mortgage of pro- 
perty; or by Avay of discounting 
Loans and advances— hundis] Cash credits too are quite 
common as a form of mter-lendmg 
among the indigenous bankers themselves. Both promis- 
sory notes and hundis are generally Avritten in the Hindi 
character. The muddati hundis are generally for 61 days, 
sometimes 91 days and only occasionally for 365 days. 
Hundis for longer periods are very rare in Delhi. Muddati 
hundis are generally held by the purchaser upto the due 
date for payment. But if necessity arises they are re-dis- 
counted, generally in the local market. Occasionally, 
hoAvever, it happens that a person loses for a time his cre- 
dit in Delhi but still retains it in Calcutta and Bombay, in 
Avhich case he will have his hundis discounted at an outside 
centre. Most of the usance bills are genuine trade bills or 
bills drawn by persons who are generally reputed to do 
genuine trade and business. Hardly 10 per cent, of the 
business in usance bills is for the purpose of taking advan- 
tage of the current remittance charges from one place to 
another or of the difference in the rates of interest in differ- 
ent commercial centres. Usance bills are generally of the 
value of Rs. 2,500 or Rs. 1,500. Enquiries show that the- 
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muddati hundi was much more extensively used a few 
years ago than is the case at present, and it is widely be- 
lieved that almost the entire trade in gur, grain, iron 
and timber used to be financed by means of muddati hundis. 
Owing to the increase in stamp duty and increase in the 
number of insolvents, the use of muddati hundis is declin- 
ing ; and the promissory note is replacing it even when the 
intention of the party is not to pay on demand but after 
a settled interval of time. 

The rate for discounting muddati hundis generally 
varies between four annas per cent, per mensem in the 
rainy season and 12 annas per cent, per mensem in the 
busy. season; but last year it did not go beyond seven annas 
per cent, per mensem. The actual bazaar rates for dis- 
■counting muddati hundis between October 1927 and Janu- 
ary 1930 month by month were as follows : — 


Year. Month. 

1927 October, .November and December 
*1 an u ary 

February and March 
April . ... . . " . . 

May. June. July and August 
October, November and December 
1929 January and February 

March and April . - . . . . 

May. June, July and August 
So pt end >er a n d ( )cto be r 
November and December . 

19J0 January ..... 



.10 

Afe 
9 
6 
■ 9 
10 


The Imperial Bank’s rate does not generally influence 
these bazaar rates, because funds invested in them are 
generally owned by the shroffs and bills offered for re-dis- 
counting to the Imperial Bank are limited in amount. 

The rate of interest on pro-notes varies between 7 and 
10 annas per cent, per mensem in the busy season and goes 
down to 3 annas and 3 annas 0 pies per cent, per men- 
sem in the rainy season. The range of variation between 
the busy season and slack season has remained practically 
unchanged during the last eight years. Interest on loans 
against mortgage of property ranges between 12 annas 
to one rupee per cent, per mensem; and this rate has con- 
tinued for the last 20 years. No loans are advanced by 
any indigenous banker against mortgage of agricultural 
land. For the last fifteen years the rate of interest for 
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loans against ornaments has varied between 12 and 14 
annas per cent, per mensem. Loans advanced without 
security for 8 or 10 days are charged interest at 
the rate of eight annas per cent, per mensem. For the 
last 50 years the sahukari rate, or the rate of inter-lending 
among the sahvkars, is 7 annas 9 pies per cent, per men- 
sem; and it is generally considered derogatory for any 
sahukar to pay a higher rate. Ordinary artias and doth 
merchants borrow from the shroffs generally at the rate of 
7| per cent., and the small grain dealers, fruit merchants 
and vegetable merchants have to pay rates varying from 
9 to 12 per cent. 

The figures supplied by the Income-Tax Department 
show that the indigenous bankers in the urban areas realise 
on the whole a net return of a little below 6 per cent. 

In the slack season. June to August, less than half the 
funds in the hands of the indigenous bankers find em- 
ployment in Delhi business; and the indigenous bankers 
either transfer funds to the neighbouring rnandis where 
grain is available for sale from May onwards, or offer con- 
siderable amounts to the joint stock banks as fixed deposits. 
The rate on deposits offered by the Indian joint stock 
banks does not always follow the local market rate of 
interest as the banks take into account the average rate 
on which they can get local deposits throughout the year 
and the possibility of investing their funds profitably not 
only in Delhi but also elsewhere. If in the busy season 
indigenous bankers want back their money, they secure it 
by over-drafts against the same deposits at a higher rate 
of interest. y 


The evidence shows that a few years ago some of the 
shroffs acted as accepting houses, i.e., purchasing Irmnlis 
at a high rate of discount and after endorsing them selling 
them off at a low rate of discount, thus making a profit 
on account of their standing and credit in the money mar- 
ket: but this sort of business has now disappeared almost 
completely. 


208. There is a large field for remittance business in 
Delhi, but there is also very stiff competition for this 


Remittance business. 


business between the indigenous 
bankers and other credit agencies. 


A large amount of cash in the form of rupees 


.and notes is sent both by the indigenous hankers and the 
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joint stock banks to the neighbouring mandis to the east 
as well as to the west of Delhi in the cotton and grain 
season. The amount of cash (coin and notes) sent to Hapur 
alone by joint stock banks in Delhi is estimated as 
follows : — 


Year, Amount. 

■. . • . . j ■ ' Lakhs. 

1923 . . . , ' . ... . . 22 

1924 37 

1925 ........... 55 

1928 . 55 

1927 .63 

1928 .......... 59 

1929 42 


The indigenous bankers not only endorse darsham 
hundis bought by them from the mandis, but also compete 
with the joint stock banks by sending those hundis direct 
to their artias at Calcutta and Bombay, and by creating 
drawings by their own hundis and selling them in the 
market at premium. Hundis are easily available for 
remittance to Calcutta, Bombay, Karachi, Cawnpore, 
Amritsar, Ahmedabad, Nagpur, Jaipur, Jodhpur, Ajmer 
and Beawar but remittance to Madras, Lahore, 
Peshawar, Indore, Simla and Colombo is done by 
bank drafts alone as the indigenous bankers have 
no facilities for remittance to these places. As in 
A jmer-Merwara, hundis on Bombay and Calcutta are 
often used as a means of settling transactions be- . 
tween many small towns inter se. In addition to 
hundis and drafts of banks, currency notes under 
insured covers and supply bills supplied by the Imperial 
Bank are also available; and there is a general complaint 
on the part of these indigenous bankers that with the 
opening of the branches of the Imperial Bank they have 
suffered a good deal in the remittance business in places 
where formerly there were no banks. They are obliged* 
therefore, to recoup themselves by charging higher 
rates for remittance to places where there are no branches 
of the Imperial Bank or of the Indian joint stock banks. 
The volume of darshani hundis bought from the sur- 
rounding mandis cannot be exactly ascertained. A mana- 
ger of one of the Indian joint stock banks, however, stated 
that his bank alone purchased from the indigenous bankers 
sixty la k hs worth of demand bills on the ports and sol'd 
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to the market 1-| crores worth, of drafts on its own branches 
at the port towns in a single year. 

209. There is no regular market in Delhi where dealers 
in hundis regularly meet; but the brokers in the city go 
TT ... . . _ ., . round and make the market rate 

Hunai business m Delhi. , , ,, , , 1 1 , 

known to all dealers by about 
11 o’clock in the morning. If there is a dispute 
about any particular hundi transaction it is settled by the 
panchayat of indigenous bankers, which meets at the place 
of Rai Bahadur Lala Shri Kishen Gurwala, an old indi- 
genous banker who has ceased doing banking business. 
This panchayat has got a regular set of rules and a minute- 
book of its proceedings. 

The extent of the connection between indigenous 
bankers and organised joint stock banks has already been 
indicated in a general way. The main point of contact 
between the shroffs and the joint stock banks including 
the Imperial Bank, is that the former sell darshani hundis 
in their hands to the latter when they are in need of money, 
re-discount about 25 per cent, of muddati hundis with the 
Indian joint stock banks, and keep deposits with them 
when the market rate of interest is low. On the whole, 
the indigenous bankers get in time of need more credit 
from the Indian joint stock banks and exchange banks 
than from the Imperial Bank in Delhi. 

There is no relationship whatever between the Delhi 
city bankers and the village money-lenders; but both of 
them are in contact with sahukars in smaller towns. The 
village money-lender keeps his surplus, whenever he has 
got any, with the mofussil town banker or his artia in 
the city; while the mofussil' town banker keeps his deposits 
either with the big shroffs or his artias in the Delhi city. 
Funds move easily between Delhi and the outside centres. 
There is a seasonal flow of funds between Delhi and the 
surrounding mandis. The connection between the mofus- 
sil dealers, indigenous bankers and banks in Delhi in 
remittance business, is brought out in the following descrip- 
tion of the normal method of remittance described by one 
of the indigenous bankers. 

" Our clients in mofussil mandis come here and sell to 
us darshani hundis for Bombay and Calcutta. We give 
them our own cash or cash obtained by selling these hundis 
to the joint stock banks, charging our commission for 



accepting the hundis at the rate of 1 anna per cent. The 
banks after three days get their money in Bombay or 
Calcutta; and in case they finance also piece-goods traders 
they get the money hack again in Delhi by turning into 
cash the darshani hundi from Bombay on the piece-goods 
merchants here; but some of the banks, for instance, the 
Imperial Bank, do not finance the piece-goods traders at 
all, and in their case money sent out from Delhi does not 
return to Delhi in the ordinary course of business. 
Connection with the outside indigenous bankers in places 
like Calcutta and Bombay is maintained through the artias 
in these places.” 

210. The general reputation of the indigenous shroffs 
in the city of Delhi stands very high and the manager of 
one of the leading joint stock banks 


Indigenous shroffs. 


went to the length of stating that while 


there was some prejudice against the Indian joint stock 
banks, there was none whatever against the indigenous 
shroffs. They are more easily accessible and more accom- 
modating to their clients than a joint stock bank or the 
Imperial Bank; and their ways of business are more in 
accord with the habits and the traditions of the trading 
community. They enjoy, in addition, the advantage of a 
very low cost on establishment, the expense of maintaining 
a branch being in their case only 1/lOth the cost of running 
a branch of a joint stock bank. 


211. There is a general feeling of dis-satisfaction 
among the indigenous bankers in Delhi against the exist- 
ing law and legal procedure. They 
Complaints against the complain of the difficulties in recover- 
existmg aw an proee- loans particularly in mortgage 

suits in which dishonest pleas of all 
sorts can be raised in defence on behalf of minors, women, 
etc., of the common practice in the courts of the Punjab 
and Delhi not to award interest after the date of decree 
and upto the time of its realisation, which is generally 
done in the courts of the United Provinces. They consider 
the existing Insolvency Law defective in so far as it makes 
it easv for a dishonest merchant or a banker to declare 
himself insolvent and prolong unduly the proceedings in 
an insolvency application. 

Apart from these difficulties, they find themselves face 
to face with severe competition. They complain that the 
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cheap money available in the shape of current deposits and 
free Government balances with the Imperial Bank tends to 
squeeze them out of the market and compels them to supple- 
ment' their income from banking by trading and speculating 
on their own account. They feel very keenly the Imperial 
Bank’s competition in the neighbouring mandis of Khurja, 
Hapur and Hathras. They consider it unfair that the 
Indian joint stock banks should be given any preference 
over them in the matter of rates charged for supply bills. 

212. In the North-West Frontier Province, money-lend- 
ing, banking, and trade are not confined to Hindus 
alone. Quite a large number of 
indigenous Bankers in Muslims are in the banking line and 
Province. have their branch offices in Kabul 

itself. Among the Hindus, Khatris 
and Aroras claim a majority of the indigenous bankers, 
though one of the leading banking families is a Multani firm 
of very old standing. The available statistics regarding 
income-tax assessees in the class of urban money-lenders 
and bankers are reproduced below : — 

North-West Frontier Province. 


Name of District. 

No. of 
Assessees. 

Income. 

Tax. 

I). I. Khan and Bannu- 

Urban . 

Rs. 

Rs. 

1926-27 . . 

. 159 

9,25.501 

35,935 

1927-28 . . 

156 

7,92,624 

30,530 

1928-29 ' ' . . ' 

231 

7,06,551 

27,829 

Pesii a war District- — 




1926-27 

273 

8,32,535 

55,459 

1927-28 . . 

181 

6,13,351 

71,060 

1928-29 

249 

10,35,908 

71,642 

Kohat District — 

Urban and It 

ural . 


1926-27 

*22 

(a) 78,591 

5,214 



(h) 41,307 

1,408 

1927-28 

*12 

(a) 89,482 

5,620 



(b) 46,136 

1,381 

1928-29 . ; . ; 

* 14 

(a) 80,058 

9,330 



(b)- 60,696 

1,760 


* The figures 'are for rural and urban. 

(a) Stands for Urban. 

(b) Stands for Rural. 
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Name of District. 

No. of 
Assessees. 

Income.";. ■ 

Tax. 

Kazara District — 


Rs. 

Rs. 

1926-27 

; *188 

(a) 1,43,126 

5,807 



(6) 7,01,222 

17,471 

1927-28 

• *174 

(a) 1,65,065 

5,032 



(b) 6,28,157 

17,131 

1928-29 

. *163 

(a) 1,79,703 

5,746 



(b) 8,97,022 

22,037 

Local enquiries show that in 

the market only 

the follow- 


mg families are considered as real bankers among the 
Hindus : — 

Peshawar. 

1. Rai Bahadur Karam Chand Khanna. 

2. L. Amir Chand Lakhmi Chand. 

3. L. Narain Das Chelaram. 

4. L. Ishar Das Ramjidas. 

5. Babu Kanhaiya Lai. 

6. L. Nandlal Bam Chand. 

7. L. Hukam Chand Duni Chand Shroff. 

8. L. Diwan Chand Gobind Bain. 

9. L. Kishandas Gobind Bam. 

10. L. Sidhuram Duli Chand. 

11. L. Wisanda Ram Balkishen. 

12. S. Bhagat Singh & Sons. 

13. Rai Sahib Mehr Chand. 

14. Seth Diwan Chand Sant Ram, 

Bern Ismail Khan. 

1. Bai Bahadur Sukhuram Chhabil Das. 

2. Seth Tikaya Ram Chokha Ram. 

3. L. Sidhuram Duli Chand. 

4. Rai Sahib Jessa Bam Hiranand. 

5. L. Gelaram Kishandas. 

* The figures are for rural and urban. 

(a) Stands for Urban. 

( b ) Stands for Rural. 
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Kohat. 

1. Messrs. Buta Mai Parmanand. 

2. Rai Bahadur Sardar Makhan Singh & Sons. 

3. Rai Sahib Mathradas. 

Hazara (Haripur). 

1. L. Diwan Chand Bliola Ram.- 

2. L. Jawala Salmi Uttam Cband. 

3. L. Bhagat Sukhdial Amir Clmnd. 

4. L. Khazana Mai G-auhar Das. 

5. L. Radha Kishan Mohr Chand. 

A bhottabad. 

1. Rai Sahib Seth Clmhar Lai & Sons. 

Very few of these firms do exclusively banking busi- 
ness. The best known firm among the few who do nothing 
else but banking is the Multani firm of Narain Das 
Chelaram, which was established in Peshawar in the days 
of the Durranis and which has its head office at Amritsar 
and branches at Kohat, Rawalpindi, Bombay and Karachi 
in addition to Peshawar. Most of these indigenous 
bankers combine banking with trade in piece-goods, grain, 
sugar and cotton. It is not possible to say with any cer- 
tainty whether the banking business of these firms is on 
the whole increasing or decreasing; the general opinion 
seems mostly in favour of the view that it is declining, 
while the manager of one of the joint stock banks in 
Peshawar felt sure that it was increasing and not declining. 
We could get no reliable statistics either one way or the 
other. 

The indigenous bankers do not finance agriculture to 
any appreciable extent. They generally avoid the agricul- 
turist and have very little connection with the village 
money-lender, though occasionally personal friends among 
both these classes are accommodated. Nor is much assist- 
ance rendered to the local industry as a whole, though a 
number of private individuals have invested in cotton 
ginning as proprietors or partners, and finance the hand- 
loom industry of lungi-making in the city of Peshawar 
on reasonable rate of interest, -which vary between 5 and 9 
per cent. Loans are advanced against mortgage of pro- 
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perty or pro-notes; but the general banking business in the 
main consists of financing the movement of the produce, 
remittance business, discounting of hundis , and advancing 
loans against stock in trade. 

213. The general description of the sources of the work- 
ing capital of the indigenous shroffs in Ajmer-Merwara 
and Delhi holds good for the North- 
fundsT they raiSe tIleir West Frontier Province also with only 
slight variations. Formerly the indi- 
genous bankers used to provide themselves with funds out, 
of— 

(а) their own capital, 

(б) the deposits received by them, 

(c) sale of hundis , and 

(d) loans from one another or from banks. 

But at the present time deposits have declined, and 
not much is raised by the sale of hundis. Even then 
the proportion of deposits to the working capital of the 
shroffs in the North-West Frontier Province is higher 
than in A j mer-Merwara or Delhi. Estimates of the 
bankers vary ; the minimum estimate is 25 per cent, of the 
working capital while the maximum is 50 per cent. The 
amount deposited with them appears to be substantial in 
the aggregate. For the city of Peshawar alone, one esti- 
mate is 57 lakhs, as compared with 75 lakhs deposited 
with all the joint stock banks, including the Imperial 
Bank. The rate of interest on deposits varies between 3 
and 8 per cent, according to the standing of the shroff. 
Some of them do not vary the rates in different seasons, hut- 
some do. Generally speaking, the difference is of about 2 
per cent, between the busy and the slack season. Most of 
the shroffs do not pay more than 6J annas per cent, on 
deposits, i.e., 5J per cent, per annum. Big shroffs avoid 
deposits and when they accept them do not vary the rates 
in different seasons. The use of muddati hundis , whether 
as a means of raising money or a form of investment, is 
declining and its place is taken up by demand promissory 
notes which are really intended to serve as muddati hundis. 
The bigger shroffs have no connection either with the 
joint stock banks or with the Imperial Bank except so 
tar as they sell darskani hundis to the banks whenever 
the bank rate is low. Some of them do borrow from the 
imperial Bank and rediscount their bills in the busy 
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season. On the whole, they have got more connection 
with the Imperial Bank than with other joint stock banks 
or exchange banks. Exact information as to the total 
amounts of the working capital of the indigenous shroffs 
is not available. Estimates of different hankers differ 
widely, the minimum being 2 erores and the maximum 5 
c rotes. 

214. The lending business of these firms closely 
resembles that of the indigenous bankers in the other two 
_ . , . areas; but it is quite common in this 

The., lending bn.ne.e. ^ ^ #Ikw ^ to regu l ar 

customers or grant cash credits to respectable persons 
without any security whatever. The sahukari rate of 
interest for a very short period say for 15 days, varies 
between 4 j-|- and 5| per cent., but if the loan is for 
longer periods the rates paid by the smaller shroffs go 
even up to 9 per cent. The rates charged by one of the 
leading firms on pro-notes for 60 days in different months 
of the last year were as follow : — 


Per cent. 


Besakh (April) 5 

•Jeth (May) .......... 6 

Har (Time) . . . ... , . . 6 

Sawan (July) . . ; . . . . . 6| 

Bliadon (August) 7 

Asuj (September) . 7| 

Katak (October) ... . . . . . 8§ 

Maghar (November) 8| 


The rate of interest on loans against ornaments is 9 
per cent., while loans without security are charged interest 
at the rate of 8 to 9 per cent. On muddati hundis 
some of the leading firms charge half per cent, less than 
on pro-notes. The volume of muddati hundis has 
declined considerably since the increase in the stamp duty. 
In Peshawar the total value of muddati hundis in a 
year is only about 4 lakhs, and that too because of the 
business in rediscounting with, the Imperial Bank and the 
Chartered Bank. In the Peshawar bazaar, the hundi 
rates vary between 6 to 8 per cent, in the slack season 
and 7 to 9 per cent, in the busy season; and the general 
opinion is that the rates of the joint stock banks or even 
of the Imperial Bank have very little effect on the bazaar 
rates in Peshawar. The big shroffs in Peshawar are 
generally independent of the joint stock banks, the only 


point of contact being that they sometimes buy bank drafts 
on places where they have no arat or kothi of their own, 
and sell their surplus hundis to the banks occasionally. 
Their contact with the Imperial Bank is a little closer. 
When the Imperial Bank rate is low enough, they find it 
profitable to borrow from it and lend to their clients at 
higher rate; but when the Imperial Bank rate rises 
they do not necessarily raise their own rates unless 
they borrow from the Imperial Bank on the distinct 
understanding that they will pay 1 per cent, more 
than the bank rate during the stipulated period. The 
most flourishing of the indigenous bankers consider 
it derogatory to avail themselves of any facilities from the 
Imperial Bank as they regard it as their competitor. They 
prefer to limit their business to their own resources rather 
than extend it by rediscounting with the Imperial Bank. 
They are thus uninfluenced by the bank rate policy of 
the latter. Against mortgage of property, the rate is 
generally between and 12 per cent, according to the 
position of the property, but this has a tendency to go 
up owing to the delays in the law courts and the difficul- 
ties of realising money in mortgage suits. On the whole, 
the net earnings from banking are estimated to be between 
4-1 to 7 per cent. In fact some of them have been investing 
■substantial amounts in Government securities, as owing to 
the depression in trade, quite a number of merchants have 
failed in Peshawar. 

215. In addition to remittance between the marketing 
centres in the North-West Frontier Province the indigen- 
ous shroffs do a considerable amount of 
Remittance business. remittance business between these 
centres and big cities like Karachi, 
Bombay and Calcutta. According to one estimate the 
total volume of hundis on Bombay and Karachi aggre- 
gates to about 2 crores each. In the city of Peshawar 
the rates of remittance have gone down consider- 
ably owing to the cheap remittance facilities offered by 
the Imperial Bank, and some of the leading indigenous 
bankers have been compelled to lower their remittance 
charges to 5 pice per cent, in order to maintain their posi- 
tion in the market against the Imperial Bank. These 
leading shroffs then gain practically nothing by remittance 
business except the use of money for about 4 or 5 days, for 
they have to pay 4 pice per cent, for Telegraphic Transfers, 
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2 pies per cent, to the broker who sells the hundis, 1 pie- 
per cent, for expense on telegrams. Where there are no 
banks, they, however, gain substantial amounts by remit- 
tance. For instance, one of the firms charges 8 annas per 
cent, on remittance to Chaman where there is no bank. 
The indigenous bankers in the city of Peshawar have got 
connections with mofussil bankers of Mardan, Dera Ismail 
Khan, Charsada, Nowshera, Abbottabad, Haripur, 
Mansehra, Bannu, Thai, Hangu and Paraehinar. Some of 
them have got their arat arrangements even in Kabul. 
Even small towns like Utmankhel, Kurram, Dargai. 
Hathian, Punondheri and Takht-i-Bai have now direct 
banking connections not only with Peshawar but also with 
Amritsar, Karachi, Bombay and other distant places. 
But with the growth of mofussil towns and their develop- 
ment into great centres of trade, the local shroffs and 
bankers are attracting local deposits and getting to be more 
and more independent of the big shroffs in cities like 
Peshawar. Some of these cannot employ their funds 
throughout the year; surplus funds, therefore, find their 
way into Peshawar. Money moves from one rural centre 
to another and from rural to urban centres if there is a 
difference of 1 to 2 per cent, in the rate of interest. But 
this movement of funds is a limited one owing to the fact 
that the busy season in different rural and urban centres 
generally coincides. Between Peshawar and Haripur, 
however, money moves to and fro more freely, because the 
ghee season in Haripur does not exactly coincide with the 
busy season in Peshawar. Generally, money moves from 
Peshawar to Dera Ismail Khan in the form of Kabuli 
coins, as the return in Dera Ismail Khan is somewhat 
higher. During about IT months preceding each season, 
money from the mofussil generally flows to the provincial 
capital as the mofussil trade has no use for it. 

216. The indigenous shroff is generally held in high 
esteem in this province also. In fact the best merchants 
prefer to deal with the leading indi- 
shroff m the genous shroffs rather than with the- 
vines. banks, because they are generally 

believed to keep the secrets of their 
clients and to have their welfare at heart, and are bound 
to them by long-standing ties. 

Their working expenses are very much lower than those 
of the joint stock banks and their methods of business ai’e 


more in accord with the traditions and ways of the trad- 
ing communities in the province. 

217. The preceding review discloses several deficiencies 
in the system of indigenous banking. In the first place, the 
shroffs are cut off from all contact 
Conclusion and Kecom- w ith the agricultural industry, even 
ons - though they are willing to lend at rates 

of interest below 6 per cent, in the season when the 
agriculturist producer needs financing. In the second 
place, there is a general feeling of hesitation among the 
indigenous bankers in using fully their funds because of 
the difficulties in recovering money. Thirdly, from the 
point of view of the interest of the country as a whole, 
there is insufficiency of banking funds with an agency 
which alone can get into intimate relations with the public. 
Deposits are avoided by the indigenous banker because 
he keeps no reserve against it, and the muddati kiindi is 
getting into disuse because of the stamp duty and is not 
generally employed for raising funds for financing trade 
and industry. Neither the pro-note nor a running account 
against which loans are granted can be rediscounted. 
Loans against mortgage of property are against the prin- 
ciples of commercial banking which should have its assets 
in a liquid form and should deal in onty short period 
loans. There is a wide-spread distrust of the Imperial 
Bank among the bankers because it competes with them, 
and competes in their opinion unfairly by means of free 
funds from Government. There is no effective contact 
between the indigenous bankers and the Imperial Bank 
with the result that the Imperial Bank’s rate is ineffective. 
And while there is some feeling of mutual help among 
members of the same caste, there is no association of indi- 
genous bankers to keep up the standard of banking or de- 
vise measures for the furtherance of their common interests. 

Our review brings out likewise the importance and 
strength of indigenous bankers as a financing agency for 
trade in these Areas. The evidence of the representatives 
of both the Indian joint stock banks and the Imperial 
Bank shows conclusively that they are at present the 
cheapest agency for extending banking facilities and that 
it is impossible to bring India into line with other pro- 
gressive countries in respect of banking facilities except 
through the development of this agency. The Imperial 
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Bank is unable to utilize its large Government balances in 
the hot weather; and the Manager of the Northern India 
Branches of the Imperial Bank frankly admitted in his 
evidence before us that there would be no difficulty in 
extending the financing of agriculture in the sowing sea- 
sons, in reducing interest on loans against ornaments, in 
extending all kinds of business particularly loans against 
ornaments, remittance business and rediscounting of bills, 
in introducing cheques in vernacular, and in reaching 
places where no bank can be established, if the Imperial 
Bank could work through suitable agents and the indi- 
genous shroff could be linked more closely with the 
Imperial Bank. On the other hand, signs are not wanting 
to show that the indigenous banker cannot stand in isola- 
tion,. if he is to survive. The competition of the banks, 
particularly of the Imperial Bank, is already adversely 
affecting his business in the .cities ; and the world tenden- 
cies point to an increase in the size of the banking unit 
as the result of competitive forces. He can avert his gra- 
dual extinction only if he is linked more closely to organised 
banking. In our opinion this can be done in three 
different ways, viz., (1) by making him a recognised shroff 
with certain privileges in return for definite obligations 
imposed on him, (2) by appointing him a guaranteeing 
agent of the Imperial Bank or a joint stock bank; and (3) 
by transforming him into a discounting and accepting 
house. It is not necessary to compel every one to fall into 
any of these three categories, it is enough to make it 
worth his while to do so. We are not in favour of insist- 
ing that the recognised shroffs shall do nothing else but 
banking; for this will only deter the best of them from 
availing themselves of the benefits cf our recommendations. 
Moreover, trade and remittance business cannot, in our 
opinion, be completely divorced in the existing undeveloped 
state of the country without detriment to both trade and 
remittance business. 

We therefore recommend in the first place that a class 
of licensed bankers be instituted, and that all indigenous 
bankers paying income-tax should be accorded certain 
privileges in return for certain obligations imposed upon 
them. 'Under the terms of their license they should t>e 
compelled, (1) to get their accounts audited by a qualified 
auditor who should draw up an annual balance sheet in 
the prescribed form disclosing among other things the 
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names of their partners and places of their business; (2) 
to become members of a shroffs’ association in the nearest 
town and to agree to conduct their business in accordance 
wdth the rules drawn up by this association; (3) to agree 
not to charge beyond the scheduled maximum rates of 
interest for different kinds of business, fixed from time to 
time by the licensing authority on the recommendations of 
the association; and (4) to agree, in case they accept 
deposits from the public, to keep a cash reserve on a scale 
laid down by the Imperial Bank or the Reserve Bank on the 
recommendations of the shroffs’ association against de- 
posits received from the general public excluding the de- 
posits of members of their firms, and to hold it either in. 
Government securities or in securities approved by the 
Imperial or Reserve Bank lodged with the Imperial or the 
Reserve Bank, or in balances kept with the Imperial or 
the Reserve Bank. 

In return for these obligations they should have in the 
first place ample facilities for recovery. In all cases in 
which they are parties to a suit it should be open to them 
to claim a special summary procedure for determination 
of their suits as also a special summary procedure for the 
execution of their decrees. A special legal enactment 
or directions of the High Court should lay dowm that no 
court of law shall be at liberty to vary the rates of interest, 
stipulated in the transactions to which these licensed 
bankers are parties, so long as these rates are within the 
prescribed schedule, or to refuse to award interest at the 
same rates after the date of the decree till full recovery 
is made. 

Secondly, they should have a definite assurance that 
the Imperial Bank of India shall not be asked by 
Government to open a branch at a place wdiere the 
licensed indigenous shroff is carrying on his business, 
except after giving an opportunity to the Licensing Board 
to consider the objections of the indigenous shroff within 
a certain time limit and submit its own recommendations 
to Government. 

Thirdly, a licensed banker should be entitled (a) to 
remit, free of charge, through the post office, sums not 
exceeding a limit laid down by the central post office in 
consultation with the indigenous bankers’ association or 
the Licensing Board, to notified places, against a current 
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account maintained with the head post office in district towns 
and never allowed to fall below a certain minimum monthly 
balance ; (6) to remit funds through the Imperial Bank or 
the Reserve Bank at the same rates as are charged to all 
.joint stock banks subject to the proviso that this will not 
preclude the granting of a differential rebate to any joint 
stock bank or banker whose total remittance in a year 
exceeds a specified amount ; (e) to get a substantial rebate 
•of duty on muddati hundis varying with the amount of 
muddati hundis used by each individual shroff in a year, 
provided this is found administratively feasible ; (d) to 
have his hundis rediscounted by the Imperial or Reserve 
Bank on the same terms as joint stock banks, within the 
maximum limits, depending on his credit position in the 
market, fixed by the Imperal or Reserve Bank in each case 
on the recommendation of the association of licensed indi- 
genous bankers, provided that this will not in any way 
fetter the discretion of the discounting authority to refuse 
or limit the advance to any particular individual ; and (e) 
to repawn ornaments with the Imperial Bank or the 
Reserve Bank at a rate that leaves him a fair margin on 
advances against gold and silver ornaments under condi- 
tions prescribed by the Imperial Bank or the Reserve Bank 
from time to time. 

Fourthly, in cases of application for declaration of 
insolvency by a licensed indigenous banker, it should be 
obligatory on the court to ask the local shroffs’ association 
to elect a committee of four or five persons to examine and 
audit the account books of the licensed indigenous banker 
and investigate the applicant’s fitness to be declared an 
insolvent before adjudicating him an insolvent. 

In our opinion it would not be enough to carry 
out the recommendations contained in the preceding para- 
graphs. Attempts should be made to link some of the 
indigenous shroffs even more closely to the Imperial Bank, 
and we therefore suggest that in places where there is 
neither a branch of a joint stock bank nor that of the 
Imperial Bank at present, the Imperial Bank may, on the 
initiative of the Licensing Board, appoint, from among 
the licensed shroffs of the province, an agent on salary or 
commission basis on the following conditions : — 

(i) The agent shall guarantee a fixed minimum 
' amount of business. 
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(ii) The agent shall give a limited guarantee against 
losses arising out of the agent’s mismanage- 
ment. 

(Hi) The agent shall bind himself not to do any busi- 
ness with the bank’s money or keep his own 
goods in the godown of the bank. 

(iv) The agent shall bind himself not to engage in 

speculation or combine trading with banking- 
proper. 

(v) The agent shall remit without undue delay to 

the nearest treasury all deposits received on 
behalf of the Imperial Bank except a certain- 
minimum balance agreed upon in the beginning 
of each year. 

(vi) Subject to limits fixed in each case by the 

Imperial Bank, the agent may be authorised to- 
open and receive current accounts on its behalf, 
withdrawable by cheques as a matter of right 
only on its nearest branch, but as a matter of 
practice, if timely notice be given, also on the 
agent, to a limited extent notified from time to 
time. He may also be given limited authority 
to advance loans against ornaments or against 
produce kept in the Bank’s godown, on a short 
notice to the provincial head office of the 
Imperial Bank and under conditions prescribed 
by the Imperial Bank from time to time. 

(mi) The Imperial Bank shall on the recommendation 
of the Licensing Board impose such restrictions 
on the agent as regards rates of interest as will 
prevent unfair competition with independent 
shroffs and branches of banks. 

"We suggest that the composition of the Licensing 
Board deferred to in the preceding paragraphs should be 
as follows : — 

(a) Three representatives of the local shroffs associa- 
' tion. 

(h) One representative of the Imperial Bank of India. 

(c) One representative of the Indian Joint Stock 
Banks. 
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(d) One representative of trade and commerce 

nominated by the Local Government on the 
recommendation of the local chambers of com- 
merce, if any. 

(e) An economist, or a public man interested in bank- 

ing, nominated by the Local Government. 

218. We are further of opinion that it would be worth 
while to throw special inducements to some shroffs to 

Facilities suggested. r ® St J. icfc the }? l)USin f S *0 % functions 

of discounting and accepting houses, 
and to agree not to engage in any trade except purchase 
and sale of gold and silver or strictly commission or agency 
business on behalf of other traders, and not to draw muddati 
hundis themselves but only discount or endorse hundis 
drawn by others. We, therefore, recommend that the 
Imperial Bank, or the Reserve Bank, should in its redis- 
counting policy give a preferential treatment to those 
shroffs who agree to accept these limitations on their busi- 
ness, in the matter of limits up to which bills discounted 
by them will be rediscounted , and the Government should 
give a larger rebate on the duty paid on the muddati hundis 
by such shroffs. 


219. We have already pointed out the importance of 
the hundi, both as an instrument of remittance and as a 
_ „ , means of raising money for a short 

Importance of hunch , • ! TTT 0 1°, . A* 1 , 

period. We regard it as essential to 
the success of the scheme we have outlined above that the 
use of hundis particularly muddati hundis should be in- 
creased considerably, We, therefore, think it desirable to 
encourage the use of a standard form of hundi printed in 
English as well as. in the language commonly employed at 
present in each province by selling it a little cheaper than 
the ordinary stamped hundi paper. We recommend that 
the duty on usance bills be reduced by half, and that if the 
system of rebate is administratively feasible, a rebate on 
the reduced duty be granted to all shroffs who used in a 
year hundis exceeding the value of Rs. 10,000 in the aggre- 
gate, the rate of rebate increasing with the total amount of 
muddati hundis used, on a progressive scale. In view of 
the fact that bills of exchange payable more than one year 
after date or sight were at no time common here, and the 
bazaar does not look with favour on any hundi of a longer 
duration than one year, we recommend that bills of ex- 
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change payable more than one year after date, may be 
excluded from the benefit of the suggested reduction of 
duty. The Provincial Governments will no doubt have 
to face a loss of revenue, but as the Centrally Administered 
Areas are financed from the budget of the Government of 
India, we consider it unnecessary to make any suggestion 
as to the compensation to be paid to the Local Governments 
for the loss involved on account of the reduction of the duty. 
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APPENDIX I. 

English Translation of the different forms of hvndis in use 
in the Province of Delhi. 

Hundi. 

May God always protect us. 

Opulence obtained, with salutations to Ganesh 
(God of wisdom and destroyer of all worries) to good 
place Lahore written to brother Eishan Singh from 
Lahore, Jumna Das sends -greetings. Further have 
drawn on you one hundi for Its. 100 (in words, 

Rupees One Hundred), half of which is Rs. 50 and double of that is 
payable. Paid here by brother Earan Singh. 21 days after the 
12th day of the first half of the month of Jaiih pay to bond fide 
person, cash rupees,, current coin of the market, bearing the 
King’s effigy, at the correct place, pay with due care. 

Hundi written on the day of the first half of the month 

of Jaith in the year . 


Back of Hundi . 

74-| written to B.kal Eishan Singh, address Dabbi Bazar, 
Lahore City. 


Rs. 100. 


In words, Rupees One Hundred, one-fourth of which is Rs. 25 
of which four times the amount is to be paid. 

( ii ) Painth or Duplicate. 

May God always protect us. 

Opulence obtained, with salutations to Ganesh 
(God of wisdom and destroyer of all worries) to good 
place Lahore written to brother Eishan Singh from 
Lahore, Jamna Das sends greetings. Further have 
drawn on you one hundi for Rs. 100 (in words' 

Rupees One Hundred), half of which is Rs. 50 and 
double of that is, payable. Paid here by brother Earan Singh, 21 
days after the 12th day of the first half of the month of Jaiih , was 
written to pay to bond fide person, cash rupees, current coin of the 
market, hearing the King’s effigy, at the correct place, pay with 
due care. 





The holder says that the hundi has been lost. If the hundi 
has been lost, then, after consulting* your cash book, ledger and 
scroll book, accept and pay the duplicate. If the hundi is pre- 
sented first, the duplicate will become void and if the duplicate 
is presented first, the hundi will become void. One of the two 
documents is to be paid. 

Hundi written the twelfth day of the first half of the month 
of Jaith in the year 1934, of which the duplicate written the 
fourteenth dav of the latter half of the month of Asarh in the 
year 1934 

(Sd.) JAMNA DAS. 


(Back of Duplicate.) 

74|, written to Bliai Kish an Singh address- Dabbi Bazar, 
Jathore city. 


| Painth. jj 

In words, Rupees One Hundred, one-fourth of which is Es. 25 
of which four times the amount is to be paid. 

(Hi) Par painth or Triplicate. 

May God help us. 

Opulence obtained, with salutations to Ganesli (God of wisdom 
and destroyer of all worries) to good place Lahore written to 
brother Xishan Singh, Jaimia Das sends greetings. Further 
have drawn on you one hundi for Rs. 100 (in words, Rupees One 
Hundred, half of which is Rs. 50 double of that deposited here 
by brother Karam Singh on the 12th clay of the first half of the 
month of Jaith . It was written to pay, 21 days after, to hand fide 
person cash rupees, current coin of the market, bearing the King’s 
effigy, at the correct place, with due care. 

/ The .holder says that the hundi has been lost so a painth or 
duplicate was written. To-day the holder, says that painth or 
duplicate is lost, therefore a parpainth should be given. So after 
consulting vour cash book, ledger, and scroll book, accept and 
pay the duplicate. If hundi or painth is presented first the 
parpainth will become void and if parpainth is presented first 
the hundi and painth will be void. Of the three documents only 
one is to be paid.. 

Hundi written on the 12th day of the first half of the month 
of Jaith , painth written on the 14th day of the first half of the 
month of Asarh and the Parpainth written pn the 2nd dav of the 
second half of the month of Sawan in the year 1934.' A ll the three 
documents hear Samhat 1984 and signatures of Janma Das which 
should be seen. 
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(Back of Triplicate.) 
74J written to Bliai Kishan Singh. 


Parpainth. j 

In words, Rupees One Hundred, one-fourth of which' is Rs. .25 
of which four times the amount is to he paid. 

(iv) Chithi or Letter. 

May God help us. 

Opulence obtained, with salutations to Ganesh (God. of wisdom 
and destroyer of all worries) to good place Lahore written to 
brother Kishan Singh, Jamna Das sends greetings. Further 
have drawn on you one hundi for Rs. 100 (in words, Rupees One 
Hundred) deposited by Karam Singh, 21 days after the 12th clay 
of the first half of Jaith to he paid to the bond fide person, cask 
rupees, current coin of the market, bearing the King’s effigy. 

The holder says that the hundi has been lost so a painth was 
written; again the painth was lost and then a parpainth was 
written. To-day the holder says that the parpainth is also lost 
and so now a chithi or letter should be given. So after consulting 
your cash book, ledger and scroll book accept and pay the chithi 
or letter. Of the four documents only one should be paid. Hundi 
written on the 1.2th day of the first half of Jaith , painth on the 
14th day of the first half of the month of Asorh, the parpainth 
on the 2nd day of the second half of the month of Saw an and the 
chithi on the 14th day of the 2nd half of the month of Magh 
Sambat 1934. See in all the four documents the signature of 
Jamna Das. 

(Back of chithi .) 

74| written to Bhai Kishan Singh. 

Chithi , 

Rs. 100. 

In words, Rupees One Hundred, one-fourth of which is Rs. 25 
of which four times the amount is to be paid. 

(v) Receipt of KhoWia (Discharged hundi). 

May God always protect us. 

Opulence obtained with salutations to Ganesh (God of Wisdom, 
and destroyer of all worries) to good place Dwarka.. Lett e? 
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written to brother Hari Chand from Sheo Bass who sends greet- 
ings. We had received for collection hundi for Rs. 65 (Rupees 
Sixty-five) payable to Mohan Lall, on Kunj Bebari Lall, favour- 
ing Gordhan Das, payable 21 days after the seventh day of the 
latter half of Mangsir to bond fide person cash rupees in the 
currency of the market. The above hundi has been presented. 
We have received the money and credited to you. We have not 
given the discharged hundi as we have lost it. So we grant this 
receipt. Dated the 2nd clay of the latter half of Chait Samhat 
3934. 


(ScL) SHEO BASS. 


(in) TikrL 

May God always protect us. 

Opulence obtained, with salutations to Ganesh (God of wisdom 
and destroyer of all worries) to good place Dwarka. Letter written 
to brother Mohan Lall from Har Bayal, who sends greetings. We 
had sold hundi for Rs. 65 (Sixty-five) from Dwarka on Sanwal 
Bas, by Radha Kish an, favouring Laclli Pershad, dated 10th day 
of Bhadon Samhat 1934. payable to bond fide person, in the 
currency of the market, xo brother Baldeo Sahai Gopi Nath who 
Informs us that tb- !n ryy di G unpaid. If this hundi has been paid 
well and good. If not please pay this hundi as stated in this 
letter debiting the amount to our account and return the hundi 
unendorsed to us. 

Letter written 11th day of the latter half of Katak , Samhat 
1935. 

(ScL) HARBAYAL. 


(N.B. — This is not the form generally used in the ease of a Tiler i, The 
usual practice is to insert the name of the Tihriwala on the top right hand 
corner of the hundi itself.) 
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APPENDIX II. 

Specimens of hundi 8 received from Ajmer Bankers, 

Hundi payable at sight. 

Begins in the name of God after usual compliments. 

Whereas Rs. 1,000 (Rs. One thousand only) double of Bs. 500, 
the half, have been deposited here by (name of depositor) on 
(date of deposit) hence on receipt of shahjog hundi the amount 
must be paid in current coin. 

Date of issue. 

Signatures of owner or munim of the firm. 

Hundi payable < after a specified period. 

After usual compliments. 

Whereas a sum of Rs. 1,000, the double of Rs. 500, the half, 
has been deposited here by (name of depositor) on (date of deposit) 
you are hereby asked to pay the amount of this shah jog hundi in 
current coin after days on maturity. 

Date of .issue. 

Signatures. 

Pirst Letter of Credit. 

After usual compliments. 

Whereas a hundi for Rs. 1,000 (Bs. one thousand) double of 
Rs. 500. the half, deposited by (name of depositor) was issued on 
(date of issue*) ; the payee says that the hundi is lost. If so, you 
should carefully examine your Roznamcha , Ledger, Cash Book 
and Nakal and then honour this letter of credit. If you have 
already cashed the hundi then this letter of credit may be consider- 
ed as cancelled and you may return it after reading. We have 
drawn 2 mnads on you but credit for one will be given. 

Date of issue. 

Signatures. 

Second Letter of Credit. .. 

After usual compliments. • . , 

Whereas a hundi for Rs. 1,000, double of Rs., 500, the half, 
deposited by payable on sight was issued on 

and a letter of credit for the same was issued on 
; the payee says that both of them have been 
lost. If so you should carefully examine the Roznamcha , Ledger, 
Cash Book and 'Nakal and then honour this letter of credit. If 
you have already cashed the hundi or the 1st letter of credit then 



this second letter of credit should be cancelled and you may return 
it after reading it. We have drawn 3 sanads on you but credit for 
one only will be given. 

Date of issue. 

Signatures. 

Third letter of credit. 

Greetings from ’Shroff Punches of to the 

Shroff Punches of 

Whereas a hundi for Rs. 1,000 was drawn by 
t)ii in favour of payable oil sight 

and a letter of credit was issued on but the payee 

says that the hundi , the 1st letter of credit and the 2nd letter of 
credit, all have been lost. If they have been lost you should 
carefully examine your Roznameha , Ledger, Naked and Cash 
Book of the drawee and then honour this letter (Malyarnamd). 
If the hundi or any letters of credit have been cashed then this 
Malyamama is cancelled and you may read and return it. Four 
sanads have been drawn upon the drawee but credit for one will 
be given. 

Witnesses (five). 

Date of issue. 

Signature. 

Darshan i hundi . 

Sidh Sri Bombay Bunder subh sathaner Bhaiji Sri Champalalji 
Ram Swaruopji jog likhi Nayanagar sun Bhimraj Punamchand ko 
juhar banchaosi aprench hundi rupaiya 500 akhre panch so ke 
neme rupaiya arahi so, ke duna pura a the rakliia, Bhai Ealuram 
Pusa Mai pas sao jog rupaiye hundi calan ka dijo — Sambat 1986 
ka Katik Badi. 

Daskat. 

Mudatti Hundi (Hundi stamp). 

Sidh Sri Eayanagar subh sathaner Bhaiji Sri Bhimraj ji 
Punamchand ji jog likhi Kayanagar sun Bhimraj Punamchand ko 
juhar banchaosi aprench hundi liaqad rupaiya 500, ke akhre 
rupaiya paricli so, ke neme rupaiya arahi so, ka duna pura at he 
ralvhya, Bhai Ealuram Poosamal pas the din tinso gunsath, 359 
puddle pnnga sao jog rupaiya hundi ehalan ka dijo. Sambat 1986 
ka Katik Badi 11. 

Daskat. 

Chithi. 

Sidh' Sri ISTayanagar subh suthaner Bahiji Sri Bhimraj ji 
' Punamchandji jog likhi Todgarh sun. Haaari Ufal Beharilal ko 
juhar banchaosi aprench rupaiya 500, akhre panchso ha mare 


•kbate babi Bane Gbaud Eistur Cband Todgarb wala ne dijo, anr 
rasid bbarpai karalijo atbe earn bam kaj bove so likbaosi. 
Rambbat 1986 miti Eatik Badi 11. 

Daskat. 

ChiihL 

Sidh Sri Kayanagar sub suthaner Bhaiji Sri Bbimrajji 
Pxmamchandji jog sri Todgarb sun Hazari Mai Bebarilal ko jubar 
bancbaosi aprencb rupaiya 500, akbre pancb so, bam are kbate se 
: Otarrnal Cbaturbbuj Ji ke kbate jama Kama rasid likbano bbej 
dijo; atbe saru kam kaj bove so likbaosi. Sambat 1986 Eatik 
.Badi 11. 


Daskat. 
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CHAPTER XXII. 


Joint Stock Banks including Exchange Banks and the 
Imperial Bank of India. 

220. Besides the indigenous shroff, whose activities we 
have noticed in the preceding chapter, we have in these 

introduotor Areas several branches of the Indian 

" v joint stock banks, exchange banks and 

the Imperial Bank. Among the Indian joint stock banks, 
the Central Bank of India operates in Delhi; the- 
Punjab National Bank in Peshawar, Dera Ismail Khan and 
Delhi; the Peoples’ Bank of Northern India in Peshawar 
city, Peshawar Cantonment. Hoti-Mardan, Kohat, Now- 
shera, Bannu. Dera Ismail Khan and Delhi; the Lyallpur 
Bank in Abbottabad, Bannu, Dera Ismail Khan and Delhi ; 
the Muslim Bank in Peshawar and Delhi, the Frontier 
Bank in Peshawar, Bannu, Dera Ismail Khan, Kohat, 
Lakki and Delhi, and the Bharat Bank in Delhi only. Of 
the Exchange Banks, the Chartered Bank of India, 
Australia and China has branches in Peshawar and Delhi, 
while the Mercantile Bank of India and the Lloyd’s Bank, 
and the National Bank of India maintain a branch each in 
Delhi only. The Imperial Bank of India has four branches 
in the North-West Frontier Province, one each in Peshawar 
city, Peshawar Cantonment, Abbottabad, and Nowshera: 
two in the Province of Delhi, one in Old Delhi and the 
other in New Delhi ; and one in Ajmer. None of these banks 
publishes any separate statements for their branches: and 
except for a few details given by the Imperial Bank and two 
Indian joint stock banks we have not been able to obtain 
any statistical information regarding the operation of the 
joint stock banks in these three provinces. We have there- 
fore to content ourselves with such information as could 
be gathered from the evidence tendered before us and from 
personal interviews which members of the Committee had 
with agents of some banks. 

221. The Indian joint stock banks make a special 
effort to attract deposits. Most of the deposits are fixed 

Be os - ti! deposits generally for 6 or 12 months. 

: eposi». and rarelv for more than one rear.. 



■Even in a bank which makes a special effort to encourage 
savings deposits, 50 per cent, of the deposits are fixed 
deposits, and only 25 per cent, current deposits and 25 per 
cent, savings bank deposits. In other banks the propor- 
tion of fixed deposits is very much higher. For fixed 
deposits the rates are substantially higher than for savings 
or current account deposits. They thus get the bulk of 
their funds at a much higher rate of interest than the 
Imperial Bank and the exchange banks which have a much 
larger proportion of current deposits, for which they pay 
nothing or practically nothing. Very- few indigenous 
hankers keep deposits with them except occasionally when 
the bazaar rate of interest is lower than their deposit rate. 

222. In the absence of statistical information, it is not 
possible to say with any reasonable certainty how much of 
the amount collected by way of deposits 
banks! Titiesofjointsiook is invested by these banks locally; but 

the general trend of evidence suggests 
that in most cases the local investments are much less 
than the deposits. They shun the agriculturist even more 
than the indigenous banker. None of them finances local 
industries. A few years ago substantial amounts were 
advanced by Indian joint stock banks in Delhi against 
mortgage of property; but this has now declined consider- 
ably. Of the two joint stock banks in Delhi which favoured 
us with percentages to the total of the different kinds of 
investments made by them, one bank has invested in 
mortgages only 2-3 per cent, of its total investments, the 
other only 7 per cent. The practice in Peshawar seems 
to be very nearly the same, for the only bank which 
supplied us information on this point had invested 
in mortgages to the extent of only 7| per cent, of its 
total investments. The general tendency is to avoid 
lending against mortgages. As to the other investments 
of these two Delhi banks, the first has invested 33 per cent, 
in over-draft and loans, 20 per cent, in the discounting 
of hills, 5 per cent- in demand bills and 30 per cent, in 
Government securities. The second has invested 38 per 
cent, in over-drafts and cash-credits, 39 per cent, in loans 
against personal pro-notes, 14| per cent, in jewellery and 
fixed deposits, 12|- per cent, in demand drafts and 9|- per 
cent, in foreign bills The business of the Indian joint 
stock banks in demand drafts is increasing both in Delhi 
..and the North-West Frontier Province. One of the Indian 
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joint stock banks in Delhi sold in a single year as much as 
It crores worth of drafts on its own branches in port towns 
alone. A large part of this business in demand drafts is 
in reality re-discounting of darshani hundis of the 
indigenous shroffs in Delhi. The banks also do a certain 
amount of collection business against railway receipts pre- 
sented by customers who export goods to other places. But 
their main business in Delhi consists of advances against 
agricultural produce, popularly known as the busi- 
ness of khatis in the neighbouring mandis of Delhi, 
e.g., Hapur. The banks take possession of khatis of grain 
or cotton and advance 60 to 80 per cent, of the estimated 
value of the produce stored in them. They have a limit on 
the amount of business in demand drafts or usance bills or 
cash credit, which they consider safe to transact with each 
client. This limit is fixed according to the general stand- 
ing and reputation of each party and is not automatically 
raised according to the amount of the bond fide trade trans- 
actions doue by the parties in any particular season- It is 
only in the case of loans against documentary bills that 
there is no limit except the margin of 10 to 20 per f’ent. for 
safety. A- Ay 

The rale of interest charged by the Indian joint stock 
banks varies with the season. It is never less than 1 per 
cent, over the Imperial Bank rate with a minimum of 6 
per cent. Of the three banks in Delhi which have supplied 
figures to us, the maximum rate of one has never gone 
beyond 8 per cent, during the last live years, that of the 
second went up to 10£ per cent, and that of the third even 
to 1.2 per cent. The minimum rate of interest in two cases 
was 6 per cent, and in the third ease 7-| per cent. The 
rate for discounting mayadi hundis is generally | per cent- 
less than this, as the borrower has to pay the stamp. duty. 
Against house property the rate charged is generally 9 per 
cent, and never less than 8 per cent. The general rates off 
interest in Peshawar in the busy season are higher than 
those in Delhi. The rate for loans on pro-notes rises in the 
busy season to 9 per cent, in Delhi, but in Peshawar it 
goes up sometimes even' to 12|- per cent. 

The Indian joint stock banks do not feel the competi- 
tion of the indigenous bankers ; but they complain of severe 
competition (1) by the exchange banks because of the cheap 
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money they are able to get by way of current deposits, (2) 
by the Imperial Bank because of the free funds of Govern- 
ment, and (3) by the co-operative central banks because of 
the high rate of interest which they offer on deposits, 
coupled with Government patronage to them. They also 
complain of the inordinate delays in the execution of decrees 
and the disputes that arise about title to property in mort- 
gage suits. '■ .. . .. . ' p . 


223- We have had no evidence from the exchange banks 
except a general memorandum by the British members of 
_ , _ , the Associated Exchange Banks sub- 

xc iange an is. mitted to the Indian Central Banking 

Enquiry Committee. It gives us no detailed information 
either as to the volume of business or the kinds of business 
transacted by the exchange banks operating in these Areas. 
We can only say in a general way that the exchange banks 
compete with other credit agencies in every kind of bank- 
ing business and practically monopolise the financing of 
trade in commodities imported from foreign countries into 
these Areas. When goods are shipped to India, bills are 
invariably drawn against them, and the exchange banks 
either make advances against these documentary bills or 
else accept them for collection on behalf of the shippers. 
The goods usually arrive at their port of destination before 
the relative bills mature and these banks clear and store the 
goods as soon as possible. The rate of interest on clearing 
charges has been fixed by the Delhi Exchange Banks 
Association at as high a figure as 10 per cent, per annum. 
In order to enable the importer to retire his bills easily, the 
exchange banks are generally willing, upon the arrival of 
the goods, to grant him a loan against payment of a margin 
and clearing and duty charges. This margin is generally 
20 per cent. On account of the large number of bills sent 
to them for collection, these exchange banks generally have 
surplus funds in Delhi, which they remit to ports by buying 
darshani hundis of the indigenous bankers or Telegraphic 
Transfers of the Imperial Bank of India. 

224. The Imperial Bank of India is treasurer to Govern- 
ment and local bodies, and owing to its prestige as such, is 
able to attract considerable deposits 
indh Impen&l Bank of from these Areas at cheap rates of 

interest. The deposits are the largest 
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in Delhi; the North-West Frontier Province follows nest, 
and Ajmer- Merwara takes the third place. The number of 
depositors keeping current accounts and Savings Bank 
Accounts has increased appreciably in all the three pro- 
vinces, but the number of those who keep fixed deposits with 
it shows a perceptible decline in two out of these three areas. 
The total amount of deposits has increased in two of these 
provinces and fallen in the third; while the amount of fixed 
deposits has fallen in two and has increased in the third. 

225. Only a small portion of the amount collected as 
■deposits by the Imperial Bank in these Areas is actually 

utilised by it for the purpose of financ- 
How far the imperial i n2 - local trade and industry: and as a 
trade and industry. result oi opening branches of the Im- 
perial Bank there is a marked tend- 
ency to divert a very large portion of local funds from local 
trade and industry to other provinces. 

226. Turning to local investments in these Areas, we 
find that the total of its loans granted and inland bills and 

bills discounted has increased, during 
locuu n vestment. Ba “ k ' s the years 1925-29, in two of these Areas 
and decreased in the third. It has 
advanced nothing on the security of agricultural land. 
Recently the bank has started a system of granting loans 
against gold ornaments at 7 per cent, interest and this kind 
of business is increasing, but has not yet gained any con- 
siderable popularity among the agriculturists. It advances 
to co-operative central banks loans against Government 
securities, but no amounts have been advanced to the Delhi 
Co-operative Central Bank on the security of promissory 
notes of its societies. The Imperial Bank in these Areas 
plays no part in financing manufacturing concerns. Its 
rate of interest in the busy season is far too high even for 
the seasonal needs of the cotton industry in Delhi. It, 
however, advances substantial amounts against produce 
stored in mandis in the neighbourhood of Delhi, but these 
advances are generally made to commission agents, who in 
turn finance agriculture. In recent years it has not financed 
the piece-goods trade to any appreciable extent. Its ad- 
vances against hundis have declined considerably in two of 
•the three Areas during the four years 1925 to 1929. Its 
business in demand drafts in Delhi and North-West 
Frontier Province appears to be a growing one, and it is 
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estimated that it provides nearly 50 per cent, to 70 per cent, 
of the finance required for moving produce out of these 
provinces. It not only rediscounts the demand drafts of 
the indigenous shroffs but also buys them direct from the 
dealers in the market. The rediscounts are comparatively 
few, and there is more and more direct competition between 
the indigenous bankers and the Imperial Bank. The 
indigenous shroff, however, derives indirect help from the 
Imperial Bank in this business. At places which the Im- 
perial Bank cannot reach, he goes out and buys drafts. He 
then sends them direct to the port and obtains a return of 
the funds by drawing drafts through the Imperial Bank or 
his agent at the port. 


227. The most encouraging feature of the results 
achieved by the Indian joint stock banking is the beginning 
„ .. . . . ... they have made in fostering cheque 

habit- lhe abolition of stamp duty 
on cheques has undoubtedly stimulated this habit, specially 
among persons with comparatively small incomes. From 
the figures supplied to us by the Imperial Bank of India 
we find that during the period 1925 to 1929 the number of 
current accounts with its branches in Delhi increased by 68 
per cent, while the number of cheques issued rose by ' 105 
per cent. The average amount per cheque, however, - 
decreased from Rs. 3,600, in 1925 to Rs. 2,193 in 1929. 
In the case of the other two Areas, there has been no appre- 
ciable increase in the number of current accounts but the 
number of cheques issued in 1929 increased by 23 per cent, 
in the North-West Frontier Province and by 55 per cent, 
in Ajmer-Merwara over the corresponding figures for 1925. 
The average amount of each cheque was Rs. 1,122 and 
Rs. 1,174 respectively in 1925, and Rs. 1,111 and Rs. 749 
in 1929. The Indian joint stock banks do not appear to be 
making sufficient efforts to popularise their current accounts 
beyond offering a more or less nominal rate of interest on 
them . It is sometimes argued that the keeping up of petty 
accounts is not as a rule remunerative to banks, but it must 
be remembered that as long as the Indian joint stock banks 
depend for funds mostly on fixed deposits they will have to 
pay high rates in competition with gilt-edged securities, 
stocks and shares, etc., and will be obliged to charge in 
return high rates of interest on loans, which is bound to 
militate against the growth of their business. 
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We regard it as essential for the development nf 
banking habits to stimulate the use of cheques- Govern- 
ment and public bodies can play a great 
issue and acceptance of part in the development of the cheque 
and public bodies. habit, and it is only proper that they 

should give a lead in this matter. We 
are of opinion that tax collecting departments, law courts, 
etc., should freely accept cheques on banks, licensed shroffs 
or central co-operative banks and pay their employees draw- 
ing over Its. 200 per month by cheques. And we see no 
reason why railway companies should not accept from 
approved customers payment by cheques on banks and 
bankers. We have recommended elsewhere that the post 
-offices should accept freely cheques for deposit in the sav- 
ings bank accounts, and allow a limited number of clients 
to keep current accounts with them under certain condi- 
tions. We suggest further that subject to a limit on the 
value of the cheque and to restrictions as to the number of 
times per week cheques may be drawn,, cheques should be 
allowed do be issued against savings bank accounts in 
selected post offices and branches of the Imperial Bank, 
provided that in case of demand for cash payment a few 
days notice is given to the office of the bank concerned. 

' The cheque habit is at present confined to urban 
areas and to the educated classes who know English. A 
few banks at present allow cheques to 
Use of vernacular foe signed in vernacular, but it has been 
and cheques. stated that. difficulties have been 

experienced in deciphering signatures 
in vernacular. We do not consider this objection a serious 
one as banks are staffed mostly by Indians. Besides, a large 
proportion of hundis are signed in vernacular and we have 
had no evidence of any difficulties having been experienced 
in dealing with such hundis. We would suggest that the 
use of cheque forms printed in English with translation in 
the principal language of the mercantile community in each 
province should be encouraged and signatures in vernacular 
should be freely accepted in case of cheques collected 
through a joint stock bank or a licensed indigenous shroff. 

228. We have considered carefully the question whether 
the Negotiable Instruments Act, 1881, should be amended 
Amendment of the so that cheques, bills of exchange, etc., 
Negotiable instruments which are expressed on the face of 
Aot them as drawn to bearer should not in 



any circumstances lose their character as bearer instru- 
ments on account of their having been endorsed. The 
ordinary banking practice in India was to treat all 
negotiable instruments drawn to bearer as negotiable 
by delivery in all circumstances irrespective of any 
endorsement that might have been made on them. But 
since 1924, when the Bombay High Court gave a ruling 
that under section 50 of the Negotiable Instruments Act, 
and the explanation thereunder, a bearer bill could be 
legally changed to an order bill by endorsement, it has 
become incumbent on bankers and the business community 
to scrutinise all endorsements on bearer instruments. In 
the opinion of the majority of the Committee, consisting of 
the Chairman, Nawab Major Mohammad Akbar Khan, 
Mr. Gray and Mr. Chablani, this imposes a very consider- 
able amount of extra work on the banks without any appre- 
ciable advantage to their constituents or to the public, and 
impedes the f ree circulation of these instruments of credit . 
They are, therefore, of opinion that the Act should be 
amended so that no endorsement on a cheque payable to 
bearer should operate to restrict its negotiability. It would 
still be open to the holder of such an instrument to protect 
himself against loss by “ crossing 55 it. The minority con- 
sisting of I\an war Motilal and Lala Bal Kishen are opposed 
to this recommendation on the ground that it will deprive 
the holder of a bearer instrument of his right to protect 
himself. All the members of the Committee are, however, 
agreed on the point that hundis should be excluded from the 
scope of this amendment in view of the common practice to 
give instructions regarding the method of payment on the 
face of these documents, and that the protection afforded by 
the system of “ crossing ” should extend to hundis also. 
They are also unanimous in holding the view that the exist- 
ing law under which any holder of a cheque or a bill of 
exchange can alter at any stage the character thereof from 
‘ bearer ’ to £ order ’ by running his pen through the word 
‘ bearer ’ should not be interfered with. A; yyy ,■ 

229. Complaints have been made to us during the course 
of our enquiries that the competition of the Imperial Bank 
of India with Indian joint stock banks 
indt! and indigenous bankers is very much 
keener than that of the late Bank of 
Bengal before the amalgamation of the Presidency Bank's. 
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and that it has extended its operations into fields which 
the Bank of Bengal did not enter. It was stated, for 
instance, that the Bank of Bengal did not advance money 
against ornaments, grain, cotton and merchandise, which 
the Imperial Bank of India does. There is substantial 
justification behind this complaint. It was admitted by the 
Manager of the Northern India Branches of the Imperial 
Bank that the Bank of Bengal did not advance against 
ornaments, made very few T advances against grain, and 
acted more as a banker’s bank than as a commercial bank. 
As the sole banker of Government, large Government bal- 
ances remain with the Imperial Bank free of interest, and: 
owing to its prestige in the market it does attract deposits 
at cheaper rates than Indian banks and bankers can. The 
cheap capital thus obtained enables it to lend also at cheaper 
rates in competitive business. Being prevented by the Im- 
perial Bank of India Act from competing with exchange- 
banks in financing imports, the whole pressure of its com- 
petition falls upon the indigenous banker and the Indian 
joint stock banks. The position will continue to be unsatis- 
factory for the Indian banks and bankers until either a. non- 
competing Reserve Bank is established or restrictions are 
imposed on its borrowing and lending rates- We feel that 
a proper re-discount bill market will be very difficult to 
develop in India without establishing a Reserve Bank which 
does not deal directly with the public except on occasions 
when its open market operations are necessary to establish 
its control over the money-market ; but till this proposal 
materialises, we recommend that the Imperial Bank should 
be induced to charge an appreciably lower discounting rate 
to licensed indigenous bankers and Indian joint stock 
banks than its discounting rate for the public. We fur- 
ther suggest that in fixing its rate of interest the Imperial 
Bank of India should show due regard to the prevailing 
rates of interest paid on deposits by Indian joint stock 
banks and licensed shroffs, and that on a requisition by the 
local agents of any two of the Indian joint stock banks or 
licensed shroffs the local 'Licensing Board should have the 
power to investigate allegations against the Imperial Bank 
of India in this behalf and report the result to the Manag- 
ing Governors of the Imperial Bank. 

230. We agree with the Manager of the Northern India 
Branches of the Imperial Bank that there are great pos- 


sibilities of increasing the business of advancing loans 
. , . ± against gold and silver ornaments and 

and d Ii a ]vef orSects S °by reducing the rate of interest on such 
the imperial Bank of advances during the slack season, if the 
Imperial Bank could work through 
agents who can protect the clients from undue publicity 
and who are in more intimate touch with the public parti- 
cularly the agriculturists. We would, therefore, recom- 
mend that the Imperial Bank should encourage licensed 
shroffs and joint stock banks to advance loans against gold 
and silver ornaments by charging them a lower rate of 
interest on the repawning of these ornaments. The rate 
•of interest on such advances should not be a fixed rate 
as at present, but should vary with the season, coming 
down particularly during the months in which the agri- 
culturist needs money for sowing operations, but the rate 
once fixed should not be changed during the currency of 
the loan. 

231. We have in the preceding chapter referred several 
times to the general complaint against the Imperial Bank 
of India, regarding its rates of remit- 
oredit Agencies. ° f TOn ° us tance s and the apprehensions that it 
has aroused in the minds of the indi- 
genous bankers that it is attempting to cut the rates, in a 
kind of a competitive war with them, with a view to drive 
them out of the business of remittance in big centres of 
trade. It is no doubt true that the reduction in the rates 
conduces to the benefit of big business .men in big cities. 
But- their interests are not the only interests to be taken 
into account. The indigenous banker can reach places 
which no joint stock bank can, and if the joint stock 
banks are given concession rates in the interest of banking 
development as a whole, the same reasons hold good in the 
-case of indigenous shroffs. It is no doubt difficult in 
practice to distinguish between a mere merchant and an 
indigenous banker. But the proposal which we have al- 
ready made for the institution of a class of licensed 
indigenous bankers will remove this difficulty altogether. 
If the indigenous banker is to survive, and the Manager 
of the Northern India Branches of the Imperial Bank him- 
self said that he (indigenous banker) should, as it was im- 
possible for the joint stock banks to open branches in all 
places where he functions, he should not be ousted 
completely from remittance business in all big centres of 
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trade. He should be left a margin for himself and the 
interests of the public can easily be protected by binding 
him down to charge reasonable rates to the public. We 
need not dwell further on this point as we have already 
said enough on this subject in the chapter on indigenous 
bankers. 

We are also of opinion that the Imperial Bank should 
restore the concession to its customers of free remittance 
up to Rs. 5,000,, as the system was encouraging the cheque 
habit, facilitating remittance, and enabling the Imperial 
Bank to function as a banker’s bank. 

282. Another complaint brought to our notice during 
the course of the evidence taken by us is that the Imperial 
Bank of India’s list of approved cus- 
appXTf*! ° f Corners is a limited one, and that 
the rule that a customer who wants his 
hundis to be discounted must get them endorsed by an 
endorsing shroff nominated by the bank causes great incon- 
venience in places where the number of such endorsing 
shroffs is limited to two or three. This is, however, a 
inatfcer of administrative detail, and we have not the slight- 
est doubt that the Imperial Bank, in its own interest, will 
widen the list so as to remove all legitimate causes of com- 


233. In view of the complaints regarding difficulties oi 
recovery by joint stock banks, we recommend that 
the privileges, which we have sug- 
banks lhUes f ° r 3 "° mt st ° ck Rested for the licensed indigenous 
bankers in the matter of recovery of 
their dues, should be extended to joint stock banks. 
The evidence before us also suggests the possibility that, 
subject to limits which prudence dictates in commercial 
hanking, some of the joint stock banks would be inclined 
to invest appreciably more in loans against mortgage of 
property if some of the privileges which we have recom- 
mended for the land mortgage banks are extended to them. 
We would therefore suggest that such joint stock banks and 
licensed indigenous shroffs as are prepared to give long 
period loans against mortgage of property repayable in 
instalments extending over not less than 15 years, may be 
accorded the following privileges : — b|y 

(?) They should have power to recover their instal- 
ments of mortgage loans to the agriculturists as 
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arrears of land revenue during years when the 
village crops are 8 annas in the rupee or above, 
and may pay through the Government a com- 
mission of -b per cent., on all sums recovered, to 
the patwari. 

(?'•?') They should be given free access to the village 
records and the records of the Registration 
Department. 

■(HI) They should, subject to the protection afforded to 
the agriculturist under the Land Alienation 
Act, have the right to apply to an executive 
officer named by the Local Government, within a 
certain time-limit not exceeding 3 months after 
default in the payment of the instalment, to sell 
the property by public auction after giving the 
defaulter 3 months’ notice to pay the instalment, 
without any. reference to a court of law, pro- 
vided that they shall have liberty to enter into 
possession for a period not exceeding one year 
after default without selling the property bv 
public auction in case they feel they are likely 
to realise more by postponing the sale of the 
land. . : . ■ v ■ 


Branch policy of banks. 


234. There remains to be noticed one general complaint 
against the branch policy of all joint stock banks, including 
the exchange banks and the Imperial 
Bank, and the investment policy of the 
investing agencies, like insurance companies. The 
branches of quite a large number of banks aim more at col- 
lecting deposits than helping the development of the local 
areas by financing local trade and industry. We have 
already drawn attention to the small proportion of the 
amount collected by means of deposits by the Imperial Bank, 
which is invested in the financing of local trade and in- 
dustry in the three provinces. We have no statistical 
information about the other banks but the general trend of 
evidence and such information as we have been able to 
collect confidentially from interviews shows that this prac- 
tice is more or less general. The same policy seems to be 
pursued by the insurance companies,. We, therefore, re- 
commend that every branch of a bank including those of 
exchange banks and the Imperial Bank should be compelled 
by law to invest a certain minimum percentage of their 
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'deposits and bill collections within a specified banking 
circle in which the branch is situated, the percentage in 
each case being fixed by the Licensing Board for indigenous 
bankers after hearing objections by the party concerned, 
provided that the amount invested in Government of India 
securities shall count towards this fixed minimum. Every 
insurance company operating in India should be similarly 
obliged to invest at least half of its net realisations from 
premia in India, of which 50 per cent, must be invested in 
specified local areas from which premia are collected, the 
amount invested in the Indian Government securities 
counting towards the minimum in either case. 

Similar considerations apply to investment of funds at- 
tracted by Government; and we would, therefore, suggest 
that a specified portion of the amount in the hands of 
Government on account- of post office insurance and con- 
tributions to the Provident Fund should be earmarked for 
long period credit to local agriculture and industry through 
the Imperial Bank for the present and through land mort- 
gage banks and industrial banks when they are established. 

Our colleague Mr. Gray does not wish to impose the 
restrictions, we have recommended, on exchange banks 
which have their head office outside India, and would limit 
the proposed restrictions on insurance companies to only 
such of them as start operations after our recommenda- 
tions are put into effect. 
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CHAPTER XXIIL 
Government. 

235. In India the functions of Government include 
granting of loans to certain classes under prescribed condi- 
Generai tions as well as attraction of deposits 

6nera " and encouragement of the investment 

habit. Apart from loans to local bodies and to Govern^ 
ment employees to a limited extent, Government finances 
agriculture by its system of takavi loans, and by occasion- 
ally lending money to co-operative institutions. There are 
no land-mortgage banks in these Areas, except in Ajmer- 
Merwara, and Government has had so far no occasion to 
buy debentures of land mortgage banks, there being no 
debentures even in the case of the Ajmer mortgage institu- 
tions. Nor is any Industries Act in operation in these 
Areas to necessitate any state aid to industries. The co- 
operative institutions in Delhi and Ajmer-Merwara are 
now independent of Government funds; and Government’s 
activities as a credit agency are practically restricted to 
takavi loans. 


236- The grant of takavi loans has been a feature of 
the British revenue policy in India from the earliest times. 
m , . , Various regulations and enactments 

for the grant of takavi were m 
force before 1883 when the Land Improvement Loans 
Act was passed, followed by the Agriculturists Loans 
Act of 1884. The former provides for the grant of loans 
for improvements such as construction of wells, drainage, 
reclamation, etc. The loans are repayable in instalments 
within the period fixed by the sanctioning authority, the 
maximum period allowed being 20 years in the North-West 
Frontier Province and Ajmer-Merwara and 15 years in the 
Delhi Province. The rate of interest charged is 6^ per 
cent, in the first two Areas and 6 per cent, in the third. 
Under the Agriculturists Loans Act, loans are granted for 
the purchase of cattle or seed, or for the relief of distress 
due to destruction of crops by draught, floods, blight, etc. 
The maximum period allowed for repayment is 10 years in 
the North-West Frontier Province, 2 years in the Delhi 
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Province and 20 years in A j mer-Merwar a • The rates of 
interest are the same as those under the Land Improve- 
ment Loans Act. In normal years loans are granted mainly 
for the purchase of cattle but in years of scarcity addi- 
tional funds are granted for the purchase of seed, fodder, 
etc. In Ajmer-Merwara loans under this Act are granted 
only in times of scarcity and famine. 


The following table shows the advances made under 
these Acts during the three years ending 1927-28 : — 



1925-26. 

1926-27. S 

1927-28. 

Province. 

: Land Im- 
provements 
Loans Act. 

Agriculturists 
Loans : 
Act. 

Land Im- ! 
provements 
. Loans Act. ■■.] 

Agriculturists 
, Loans ; . 
Act. 

Land Im- j 
provements 
Loans Act. 

Agriculturists 

Loans 

Act. 


Bs. 

Its. 

Us. 

Rs. 

its; 

US. 

: crfch-West Fron- 
tier Province. 

30,800 

31,500 

74,590 

1,09,950 

2,33,800 

2,21,975 

Delhi 

12,350 

9,910 

11,600 j 

14,080 

25,000 

20,890 

Ajmer-Merwara . 

72,206 ! 

13,650 

44,956 

'52,505 

A A.. ; / A:~'| 

6,000 

A, AAV ■ 

100 


The amounts thus advanced are small in the aggregate, 
and, compared to other sources of borrowing, Government 
plays a very minor part in the financing of. agriculture. 
During the course of our enquiry we have had considerable 
evidence to show that the popularity of taka H loans is 
undermined by vexatious delays in dealing with applica- 
tions, the inadequacy of the amounts sanctioned, the strict- 
ness of recovery, and the increase in the real cost of these 
loans to the agriculturist on account of various causes. 
Almost everywhere we noticed a general feeling that, in 
spite of the low rate of interest charged by Government, it 
was preferable to borrow from the village co-operative 
society and in many cases even from the mahajan or the 
agriculturist sahukar. . We feel, however, that these diffi- 
culties are not inherent in the system and can easily be 
removed. But there should be. proper co-ordination among 
the various credit agencies so as to prevent over-lapping, 
and the financial assistance rendered by Government should 
be granted not in a haphazard fashion but in accordance 
with a programme drawn up by agricultural experts. If 


the recommendations regarding crop loans which we have 
made elsewhere are put into effect, we see no justification 
for Local Governments departing from . their existing 
practice of giving loans under the Agriculturists Loans Act 
only in times of scarcity or famine except to the extent of 
helping co-operative credit societies and licensed mahajans 
to repay crop loans to the Imperial Bank of India in years 
when their borrower’s crop has wholly or partially failed. 
In the case of loans under the Land Improvement Loans 
Act, periodical enquiries should be made as to how far takavi 
advances for improvement of land have actually increased 
the annual income from the borrower’s land above the rate 
of interest paid by him to Government. And for the better 
administration of the Act in future, we recommend that a. 
periodical examination of each village should be made by 
an agricultural expert under the control and directions of 
the Development Board, which we have suggested below, 
and a ten years’ programme of improvements that are 
economically justified in each village shoidd be drawn up. 
This programme should be carried out either by the Agri- 
cultural Department on the application of the owners con- 
cerned, the State realising its interest charges as addition 
to the land revenue, or by the owners borrowing, on the 
recommendations of the Agricultural Officer, the necessary 
amount either from the Government or a land mortgage 
bank. 

We consider it desirable to eliminate wherever possible 
the Revenue Staff in the matter of paying and receiving 
back money on account of takavi, which, in our opinion, 
should be done by cheques on the nearest post office, a joint 
stock bank, a co-operative central bank, a licensed indigen- 
ous shroff or a branch of the Imperial Bank, sent through 
the post office. 

237. We have already described the part played by the 
Post Office as an agency for investment and for remittance. 

In rural areas, post offices and eo- 

operative societies are the only agencies 
of investment; but rural co-operative societies are more or 
less regarded as lending institutions and do not attract 
considerable deposits. Until, therefore, the co-operative 
spirit is sufficiently developed and these societies come to be 
regarded as centres of investment, we have to rely almost 
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wholly on post offices to stimulate the investment habit in 
rural areas. There is at present one post office savings bank 
for every 24,000 rural inhabitants in the North-West Fron- 
tier Province and for 11,000 in the Provinces of -Delhi and 
Ajmer-Merwara. To make the facilities offered by them 
available to a larger number of persons, the number of 
post offices doing savings bank business should be increased. 
In places where it may not be a paying proposition to the 
Postal Department to raise the status of an ordinary post 
office to a regular banking office, it should not be very 
difficult to arrange for the transaction of savings bank busi- 
ness once a week for 3 or 4 hours during the day either 
by utilising the existing agency or through special touring 
officials, one for 4 or 5 post offices situated within easy 
distances from one another, who would visit each post office 
on specified days of the week for transacting savings bank 
business only. 

For the convenience of labourers, shopkeepers and others 
in city areas, who cannot leave their place of -work during 
the ordinary working hours of the post office savings banks, 
a limited number of post offices in such areas should be kept 
open up to 8 o’clock in the evening for savings bank busi- 
ness only. 

In order to make the Post Office Savings Bank more 
popular, we recommend that the number of withdrawals in 
a week should be increased to at least two instead of one 
allowed at present, and that interest should be allowed for 
at least half the month on deposits kept after the 4th of a 
month or on amounts withdrawn after the 25th of a month, 
if the amount deposited or withdrawn has remained with 
the post office for at least 20 days in the month. And we 
see no adequate reason why cheques should not be freely 
accepted for deposit in savings bank accounts, and why they 
should not be allowed to be issued on selected post office 
savings banks, subject to a limit on the value of the cheque 
and to restrictions as to the number of times per week they 
should be allowed to be issued, provided that in case of 
demand for cash payment a few days’ notice is given. 

We are further of opinion that the annual and maxi- 
mum limits on deposits should be raised to at least double 
the present amount in all places where there is no branch 



or agency of a joint stock bank or a licensed indigenous 
shroff. On the other hand we recommend that in places 
where there is such an agency or branch of a joint stock 
bank or a licensed indigenous shroff ; the post office should, 
not accept deposits exceeding Rs. 50,0 for terms shorter 
than a year. The primary object of post office savings 
banks is to stimulate the saving habit among small men; 
and. where there are other agencies serving the same object, 
the post office should not compete with them for deposits 
except so far as it is necessary for this purpose. Our col- 
league Kan war Motilal is opposed to the first suggestion 
regarding the raising of the annual and maximum deposits 
on the ground that it would involve interference with, 
private enterprise. 


238. For similar reasons we recommend that the benefits 
of the Post Office Insurance Fund, which is now open only 

„ , , T _ ' to Government employees, should be 
extended to the general public up- to a 
limit of Rs. 1,000 in each case. Our colleague Mr. Gray 
does not agree with this recommendation as in his opinion 
it involves unfair competition with private insurance com- 
panies. But the rest of us consider that, as insurance com- 
panies practically do not operate in rural areas, the exten- 
sion of the benefits of the postal insurance system to these 
and to other classes who are not now enjoying any insur- 
ance facilities will be much appreciated on account of the 
confidence inspired by government institutions. , k 

239. We stated in an earlier chapter that an unduly 
large proportion of savings are invested in jewellery- One 

of the main reasons for this uneconomic 

certiftc'ates^or womeif ^ 11 SG ° f mone J is that <*6 Hindi! LaW 

allows no property to women except 
moveable property or personal jewellery. In order to meet 
this difficulty, we have already suggested that panchayats 
of co-operative societies should induce borrowers to entrust 
to them some of their gold and silver ornaments for sale 
and to deposit the proceeds in the co-operative central bank 
in the name of a female member of the borrowers’ family, 
the amounts so invested being treated in all legal proceed- 
ings as ornaments on the person of a woman. With the 
same object in view, we recommend that the post office 
should issue special cash certificates which can be held only 


by a woman, the interest on which should be payable every 
year through the nearest post office and the principal repay- 
able after 10 years or on the death of her husband, which- 
ever is earlier. These certificates should also be treated in 
all legal proceedings as ornaments on the person of a woman. 

240. One of the main causes of the indebtedness of the 
agriculturists is the inability to visualise the future and 
provide against unforeseen risks to 
sufancfL agriculturists', which the agricultural industry is ex- 
posed particularly m the areas which 
-depend upon rainfall It will be worth while for Govern- 
ment to devise a form of insurance which will appeal 
specially to the agriculturists, and we suggest that Govern- 
ment should consider at an early date the possibility of 
devising for landowners a scheme of insurance against poor 
crops, recovering the premium as a special addition to the 
land revenue in years when the crops are annas 8 in the 
rupee or above, the amounts of insurance money varying 
with the length of time for which the premium has teen 
paid. 

241 . Statistics suggest that the public investments with 
Government increase substantially in a period of trade 

depression, and we consider it undesir- 
Government’s borrowing tilflt the Credit difficulties of local 

went of funds. trade and industry should be aggra- 

vated by withdrawal from the local 
money-market of large sums of money through cash certi- 
ficates, Government loans, Treasury Bills and postal sav- 
ings banks. We recommend, therefore, that Government 
should slow down their borrowing programme in a period 
of depression and should earmark a certain minimum of 
funds raised by means of cash certificates and postal sav- 
ings bank deposits, for local investment for short terms 
with banks, shroffs and industrial concerns. Similarly a 
specified portion of the amount in the Postal Insurance 
Fund and General Provident Fund may well be utilised for 
long period credit to local agriculture and industry through 
the Imperial Bank of India for the present, and through 
land mortgage and industrial banks when they are started. 

242. It is essential for banking development that the 
cheque habit should spread and remittance facilities should 
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be extended to places where there is at present no banking 

,,, , institution except a post office. In our 

opinion, Government have in their post 
offices an excellent agency for helping in this direction. In 
many foreign countries they are utilised extensively for this 
purpose. In view of the vastness of the country and absence 
of any previous experience of this business, we do not wish 
to go as far as is the practice in continental countries in 
Europe, and recommend instead an experiment on a limited 
scale in the first instance- We suggest that city post offices 
and selected mofussil post offices should be allowed to open 
current accounts free of interest up to a prescribed limit 
for a limited class of clients, e.a., licensed indigenous 
bankers, licensed village money-lenders, co-operative 
societies, who should have the privilege of remitting to 
notified places, free of charge, sums not exceeding the limit 
laid down by the postal authorities in consultation with the 
indigenous bankers’ association or the licensing board for 
village money-lenders, against a current account main- 
tained at the head post office in district towns, and never 
allowed to fall below a prescribed minimum monthly bal- 
ance. The introduction of this system will no doubt throw 
additional work on the post office, but the extra cost will, 
it is expected, be counterbalanced by the free use of the 
money which the system will attract. It will also familia- 
rise people with the use of cheques. 

243. The statistics supplied to us by the postal depart- 
ment show that an appreciable number of post offices have 
normally surplus funds in certain 
Surplus funds of Post months of the vear. It will be of great 
mittanees. advantage to the business community as 

well as to the post office itself if these 
surplus funds are utilised for facilitating remittance to 
these places. We. therefore, recommend that the head post 
offices in district towns should from time to time announce 
that they will be prepared to remit funds to places all over 
India in which post offices have usually surplus funds in 
certain months, at specially reduced rates, provided that 
at none of these places there is a branch of a joint stock 
bank or of the Imperial Bank of India, and provided also 
that the rates charged to banks' and licensed indigenous 
shroffs shall be appreciably lower than the rates charged to 
the public. 

BANKCOM. 
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244. We have been impressed in the course of our 
enquiry with the intimate relationship existing between 
credit facilities and the general econo- 

anid^ maintaining TnS mic position ill the Areas with whidl 
in local economic prob- we had to deal. We feel, therefore, 
iopment d 60011011,10 deve the urgent necessity of setting up a 
body charged with the duty of creat- 
ing and maintaining public interest in local economic prob- 
lems, of taking the initiative in economic development, 
of co-ordinating the nation-building activities of the 
administration and of advising Government in regard to 
legislation affecting economic welfare. It is impossible, 
however, for such a body to function without local expert 
advice and guidance. The Centrally Administered Areas 
have at present to depend on the generosity of the neigh- 
bouring administrations for expert advice, a position that 
results in insufficient attention being paid to local economic 
problems. We, therefore, recommend that the Government 
of India should have for these Areas its own heads of 
departments in the sphere of economic activities. The 
responsibility of the administration in this sphere is parti-, 
cularly great in these Areas, because of the absence of 
responsible ministers who carry out the policy of a legis- 
lative council in other provinces- In particular we would 
suggest the advisability of— 

(1) appointing a Director of Agriculture and a Direc- 

tor of Industries for the Centrally Administered 
Areas, a separate Registrar (paid or Honorary) 
of Co-operative Societies in Delhi as well as in 
the North-West Frontier Province; 

(2) creating a Board of Economic Enquire on the lines 

of the Punjab Board of Economic Enquiry ; and 

(3) instituting a Board of Economic Development for 

these Areas. This should include among 
its members — 

(a) the administrative heads of the Departments of 

Agriculture, Veterinary, Industries, and Co- 
operation; 

(b) a representative of factory owners; 

(c) a representative of zamindars nominated by the 

local Government; 
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(d) a representative of the Board of Economic 

Enquiry, elected by the Board of Economic 
Enquiry ; 

[e) a representative of labour nominated by tlie 

Local Government ; and 

{/) a whole-time economist with an assistant trained 

in statistics (Secretary) . 


(Sd.) ABDEL HAMID, 

Chairman. 

„ MOHD. AKBAR HOTI. 

H. L. CHABLANI. 

„ BAD KISHEN. 

,, MOT I LAL. 

(Sd.) V. S. MARBALLI, 

Secretary. 

The 21 st June 1930. 

Note. — This Report has been signed by all members of the Committee, 
except Mr. V. F. Cray who had to leave for England on urgent business 
towards the end of April last, but he was present at the meetings of the 
Committee at which the recommendations were discussed and finally settled, 
•and the Chairman has his authority for signifying his general agreement 
with the report subject to his dissent on some points which have been noted 
in the appropriate places. 

(Sd.) ABDUL HAMID, 

Chairman. 
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APPENDIX I. 

Su mmary of Recommendations . 

The following are the main recommendations of the Com- 
mittee : — 

I, — Bubal Credit asb Investment Habit,- 

fi) Credit facilities and the Agricultural ’problem. 

(1) Intensive experiments should be made by the Agricultural 

Department on a commercial basis on an average consolidated hold- 
ing of different types of land in different parts of these provinces 
with a view to guide the credit institutions in the matter of credit 
facilities for capital improvements on consolidated holdings and for 
starting subsidiary industries. (Para. 81.) 

(2) The possibility of securing for the agriculturist in Delhi and 

A j mer-Merwara economic holding, by migration to other pro.- 
vinces, should be fully explored by the Government of India, and 
in ease^this is found feasible, the necessary credit facilities for the 
purchase of land on newly opened canals in other provinces should 
be given partly by .-Government and partly by a land mortgage 
bank. ' (Para, "81.) 

(3) In A j mer-Merwara and Delhi the discretion vested in the 
executive authority under the Land Alienation Act or Regulations 
to give permission to agriculturists to sell their land should be more 
freely exercised, subject to the right of pre-emption in favour of 
members of agricultural tribes who cultivate the land themselves, 
provided the applicant can get a price which is not- less than 20 
times the annual net return from the land and provided that after 
discharging his debt he agrees to invest for at least ten years the 
proceeds in investments approved by the Collector. (Para, 81.) 

(ii) Tillage Money-lenders . 

1, Under the existing conditions, the agriculturist takes no 
advantage of the fact that he needs, for cultivation purposes, 
essentially short period loans at a time of the year when there is. 
generally a slack season in trade and industry, when the big shroffs 
are anxious to find suitable investment for their funds even at 5 
per cent, and when even the Imperial Bank can afford to lend 
freely at very cheap rates of interest, ' (Pam. 88.) 

The honest village money-lender who is one of the principal 
sources of supply of funds to the agricultural industry is suffer- 
ing; at present from insufficiency of capital and financial embarrass- 
ment due to difficulties of recovery. He has at present absolutely 
no point of contact with the joint stock banks of the country and 
is not looked upon as a very desirable client even by the indigenous 
shroff owing to the risks involved in lending money to agricul- 
turists. -AA A-A ;AAyA (Para. 88.) 
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The existing* wide differences between stipulated rates of interest 
and actually realised rates of interest are fair neither to the honest 
borrower nor to the honest creditor inasmuch as the honest borrower 
is compelled to pay a much higher rate of interest than he should 
and the honest creditor finds himself cheated even of the capital 
invested by him. , - ’ (Para. 88.) 

■There exists in some quarters suspicion against the system of 
account keeping of the whole cdass of village money-lenders on 
account of the questionable methods adopted by some of the unscru- 
, pulous men among this class. * (Para. 88.) 

4 In order to improve these conditions, it is suggested that a class 
of licensed village money-lenders should be created on. some such 
conditions as the following: — (Para. 89.) 

(1) Every licensed money-lender shall either keep accounts in 
the form prescribed by the licensing authority and have them 
audited at intervals of not more than 2 years by a qualified auditor 
or a person on the approved list, sanctioned by the licensing 
authority, and shall, on demand by the borrower, furnish him 
with a statement of accounts from the date of the last statement 
not oftener than once in six monhs 

or 

fegree to make payments to all his debtors through the post . office, 
or a joint stock bank, or a co-operative central bank or a licensed 
indigenous shroff notified by the licensing board, and receive all 
payments from his debtors through the same agency. 

(2) All crop loans granted by a licensed money-lender to persons 
-Other than members of co-operative societies within the limit notified 
in each case by the Department of Agriculture from time to time, 
•shall be recoverable as a charge upon the crop at the next harvest, 
or, in ease of remission or suspension of land revenue by Govern- 
ment, at the harvest next after that, provided that he charges 
interest at a rate lower than the lending rate of the nearest co- 
operative society; and shall be subject to protection similar to that 
afforded in section 11 of the English Agriculturists’ Credit Act 

• 1928 to a charge in favour of an approved bank, so that if, with 
intent to defraud, any farmer who has taken a crop loan and fails 
to comply with - the obligations imposed or removes or suffers to be 
removed from bis holding the property subject to the charge he 
shall be liable to imprisonment for three months. 

than crop loans the licensed money- 
lender will be entitled to be awarded by law courts the stipulated 
rate of interest from the date of the transaction to the date of the 
actual realisation of his dues subject to the conditions : 

(a) that the court shall declare the decree as satisfied in full 
when the licensed money-lender has actually realised 
his principal and interest at 12 per cent, per annum on 
mortgage debt and 18 per cent, per annum on unsecured 
debt from the date of the transaction, 
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/?>) that no evidence of payment by the judgment debtor after 
the decree shall be admissible in execution proceedings 
against the licensed money-lender except when payment 
is made through the court within the period of limita- 
tion, or through the post office on a special form for 
payment of decretal amount drawn up so as io show 
the minimum necessary particulars or by cheque on a 
registered bank, or through the vakil of the party to 
whom payment is made. 

(4) All debts of the licensed money-lender shall have priority 
in the matter of repayment to any subsequent loans from other 
creditors whether on mortgage security or otherwise. 

(5) The licensed money-lender shall have the right to object to 
the award by a Registrar of Co-operative Societies on the ground 
that he had given notice to the co-operative credit society of the 
amount owed by the borrower to him, and on such an allegation 
being proved, the court shall not give any priority in the matter 
of execution to the award of the Registrar over the previous debts 
of the licensed mahajan. 

(6) 2s-o co-operative society shall admit a debtor of a licensed 
mahajan to its membership, except on probation, and shall not 
advance him any sum of money as a loan except after arranging 
for the repayment of the licensed mahajan’# dues in instalments 
within the period of probation, and shall expel him from the society 
in ease he makes any default in payment of the instalments fixed. 

Licensing A. uthority . 

(1) The licensing authority shall be constituted as follows: — - 

(Para. 90.) 

A) A revenue officer not below the rank of a Tehsildar, 
nominated by the Local Government for each Tehsil— 
Chairman. 

(iC The Khan of the village in the North-West Frontier 
Province, or a lambardar of the village who is not 
indebted to the licensed mahajan nominated by the 
1 jocal Government . 

ini) A zamindar who is not a member of the co-operative credit 
society — elected by the zamindar s of the village from 
among persons who are not indebted to the licensed 
money-lender. 

(ivj An elected representative of the licensed money-lenders of 
the province. 

(n An indigenous shroff elected by the Association of Indigen- 
ous Shroffs, if any, or in the absence of any such associa- 
tion, nominated by the Local Government. 

(2) The licensing authority shall grant a license to every money- 
lender who agrees to abide by these conditions and should have no 
•discretion to refuse it. 
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(3) The licensing authority shall have no authority to cancel a* 
license so long as the licensed money-lender complies with the con- 
ditions laid down in section (1). 

(4) In the event of his violating any of these conditions, his 
license shall he cancelled after a warning in the first instance. 

2. The Co-operative Department and the Board of Economic 

Enquiry which the Committee have recommended should take up 
further investigation of the system of rahti Loans at an early 
date. . (Para. 1)2.'} 

3. The following restrictions should he imposed on every 

foreign money-lender. (Paia. 92.) 

Be shall — 

(a) keep a certain amount fixed by the licensing authority, as 
a deposit in an approved institution; and 

(h) sign an agreement that he shall conduct his business in 
accordance with the rules laid down by the licensing 
authority and shall not charge directly or indirectly 
rates of interest higher than those sanctioned by the 
licensing authority in this behalf. 

(o) In case the licensing authority receives any repeat that 
the licensed foreign money-lender lias been acting* con- 
trary to the regulations laid clown in this behalf, or 
recovering his money in a high-handed fashion, it should 
have all the powers of a law court to investigate the 
charges and punish the licensee up to 3 months’ imprison- 
ment in the first instance and six months in the next,. 

(iii) Co-operative Movement in the Rural Areas . 

(!) It is necessary to increase the strength of the co-operative 
staff to attend to the vital need of inculcating the principles of co- 
operation among the members of societies, and while the formation 
of new societies in the rural areas of Ajmer-Merwara and Delhi 
should not altogether cease, the efforts of all workers in the co-opera- 
tive movement, officials as well as non-officials, should, for some 
years to come he particularly directed to the rectification and con- 
solidation of the existing co-operative credit societies and the 
improvement in the economic position of the individual members. 

This does not apply to the North-West Frontier Province where 
the movement in the rural areas is yet in its infancy and needs 
expansion; but it is suggested that co-operative workers in that 
province should, while spreading the co-operative movement, pay 
due regard to the lessons to lie drawn from the experience of Delhi 
and A j mer-Merwara . ■ (Para, 119.) 

(2) With the improvement in the quality of both members and 
.societies, the surplus funds in the central bank will tend to dis- 
appear; but should this for any reason he delayed, the central 
co-operative banks should not accept more deposits than they can 
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profitably employ in the movement within, their respective provinces,, 
or divert funds to other provinces or to investment in Government 
securities beyond what is necessary for fluid resources, as there is. 
ample scope for employing urban savings in the financing of urban 
trade and industry or in increasing credit facilities for the poorer 
sections of the urban communities in the cities of Delhi and Ajmer- 
Merwara. (Para. 119.) 

(3) To stimulate greater interest and greater sense of respon- 
sibility in societies affiliated to central banks, the Committee 
consider it advisable to disqualify from voting at general meetings 
the representatives of societies which are in default of the instal- 
ments due to the central hank, and in order to strengthen the non- 
official trained element on the management, the Committee further 
recommend that central banks should he allowed to co-opt whenever 
they consider it necessary at least two non-official members to the 
board of management who have special knowledge of co-operation or 
banking, such co-opted members having no right to vote. 

(Para. 120.) 

Note. — Lala Bai Kishen objects to the admission of any outsider to the 
Board of Management. 

(4) The Committee endorse the recommendation of the Madras 

and 111 e Central Provinces Committees on co-operation that a clear 
distinction should he made between crop loans repayable in' whole* 
out of the following hat vest unless crops fail and long term loans 
repayable in instalments over a period of years out of the annual 
savings of the borrowers, and suggest that with a view to enforce 
the recognition of this distinction separate application forms, and 
separate promissory notes should be insisted upon both in the pri- 
mary societies and central banks, and the central banks be required 
to keep separate ledgers and make separate entries for each in 
their balance sheets. (Para. 121.) 

(5) The Committee recommend further that loans which are 

overdues as compared with the promises made in the pronotes 
or in the applications for loans by the primary societies or state- 
ments made in the resolutions passed by primary societies at the 
time of making an application for loans should he transferred to a 
separate ledger, and that the affiliated societies should be required 
to submit to their central bank reports on these overdues two 
months before each harvest. (Para, 121.) 

(6) The Committee consider it only proper that the resolution 

of each affiliated society, stating that the loan for which it has 
submitted an application to the central bank would be paid back, 
within a ^specified number of years should always be communicated 
to the central bank so as to enable it to make an estimate, which 
may be subsequently revised at each harvest, of the amount of 
outstanding loans repayable to it in each year. (Para. 121.) 

(7) In order to stimulate efforts to improve the quality of societies- 
particularly in the matter of recoveries and overdues it is worth 
while for the central hanks to discriminate in favour of societies 
of better quality in the matter of interest charges. This is already 



400 


done to some extent in Ajmer -Merwara and Delhi and the Com- 
mittee recommend that the system should be extended further. 

(Para. 121.) 

(8) It is essential for the success of the Co-operative Credit 

movement that care should he taken by the Primary society to 
make intensive enquiries into the whole economic position of the 
applicants for admission and exclude persons who cannot repay 
their debts out of the proceeds of their crops in the ease of short 
ierni' loans, ' and out of their savings in the case of long term loans, 
or who cannot be made solvent by lowering the rate of interest or 
decreasing their unnecessary expenditure or by improving their 
character by mutual control. (Para. 122.); 

(9) Since the deposits both in the primary societies and their 
financing institutions are generally for short periods of time, it is 
desirable to restrict the scene of the ordinary med.it societies mainly 
to short term credit which may include crop loans as well as loans 
given for not more than 2 or 3 Years in special cases. 

(Para, 128-.) 

(10) In ease the Committee’s recommendation regarding co- 
operative land mortgage banks is accepted, the Committee recoin*, 
mend that agricultural co-operative credit societies should not 
admit to membership any one whose previous debts and eucunu 
brances will require more than 6 years to be discharged, unless he 
enroles himself as a member of a land mortgage bank. 

hy -y : ■ ; (Para, 128.) 

(11) In the present stage of the co-operative movement, it is 
desirable that an appreciable number of members should be free 
from previous debts and encumbrances and that the co-operative 
credit societies should limit their credit facilities mainly to re- 
quirements for crop purposes or for tiding over occasional periods 
of scarcity or famine. Till the land mortgage hanks are started, 
a limited number of persons encumbered with previous debts may, 
however, be admitted as members of co-operative societies on pro- 
bation for three Tears subject to the folio win a* conditions : 

• ; ( ’ (Para. 124.) 

(a) that the probationer member shall not borrow from any 
outside agency or create any encumbrances upon his 
property without the previous consent of the society ; 

(h) that he shall, repay towards Ins previous debt and inter- 
est charges, a sum which the society considers reason- 
able at each harvest; and 

(c) that in case he brings necessary sureties or gives adequate 
security by way of mortgage' of his property in favour 
of the society, the society shall assist him in reduc- 
ing his previous debt." to outside creditors by advanc- 
ing him twice the amount he himself contributes at each 
harvest, provided that he makes no default either in 
payment of interest due to the society or in repaying 
any crop loans advanced by the society. 
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(12) It is essential, for the success of any scheme of debt redemp- 
tion by co-operative credit societies or 4 land mortgage bants, 
especially in view of the unfortunate experience of the results of 
debt redemption by co-operative credit societies in Ajmer-Merwara, 
that ~ ' (Para. 124.) 

(a) legal power should be given to them to apply to the Col- 
lector for the issue of a proclamation calling* upon all 
creditors of their clients to disclose their loans within 
a reasonable time limit, failing which no court of law 
should give priority . to undisclosed debts in any pro- 
- ceeding relating to the execution of a decree, and in 
ease a debtor member challenges the correctness of 'the 
claims put in to call upon the creditor through .the 
Collector to prove his claims in a court of law within 
a time-limit fixed by the Collector : 

( h) the law should be amended so as to give the co-operative 
credit societies and land mortgage banks the benefit of 
provisions similar to those embodied in the Encumbered 
Estates Acts, under which any future loans taken by 
their clients from outside creditors should not be admis- 
sible in law courts so long as any amount advanced by 
them remains unpaid ; 

\c) subsequent loans made by Government under the provisions 
of the Land Improvement Loans Act and the Agricul- 
turists Loans Act should not take priority over earlier 
long* period loans given by a co-operative credit society 
or a land mortgage bank and that such amendments of 
law as are necessary for securing this object should be 
made at an early date ; 

: {d) in all cases of default in the payment of .instalnients on 
account of a mortgage loan, land mortgage banks and 
co-operative credit societies should have the power of . 
selling - without- resort to a court, through aii / executive 
officer authorised in this behalf by the Local Govern- 
ment,, after giving the defaulter 3 months' notice to pay 
the instalment ; 

(e) the Land Alienation Act and all rules and regulations under 
it should be modified so as to mclude..co-openitive credit 
societies and recognised land mortgage banks in the 
definition of V agriculturist / so far as the sale and 
transfer of land are concerned, and place them unde? 
the same restriction in respect of their power to sell land 
as are imposed mi Lie agrioti] by the Land Aliena- 
tion Act, provided that the co-operative credit societies 
or the land mortgage bonks shall net be at liberty to 
hold possession of the land for more than 3 years without 
selling it. Mr. Okablani dissents from ' this proviso 
on the ground that it will prevent experiments in co- 
operative farming, ■ which, in his opinion should be 
encouraged by all possible means in view of the very 
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small and scattered holdings in a large part of the 
centrally administered areas. 

(13) A determined effort ought- to be made to draw into the 
co-operative movement the savings and capital of the mahajan and 
agriculturist money-lender at rates of interest not exceeding those 
at which, primary co-operative societies borrow from the central 
bank at present, and to include in the agricultural co-operative 
credit societies some members with settled habits of thrift and busi- 
ness-like instincts. The bye-laws of the societies should, therefore, 
be amended so as to permit admission of a special class of members 
■who 

(a) will assume a liability limited to their share capital; 

(h) will borrow less from the society than their deposits therein 
and buy a prescribed minimum number of shares on 
which no dividend shall be paid; 

(7*) whose deposits shall have the same claims on the assets of 
the societies as a deposit by a non-member and be con- 
sidered in every respect as a debt owed by the society ; 

(Note. — M r. Bal Kishen suggests that the liability of such members should 
be the same as that of other members of the society.) 

(d) should agree not to lend money directly to any fellow 
member of their co-operative credit society. (Para. 125.) 

(13- A) In years when the village crops are above 8 annas in 
the rupee, village co-operative societies should be persuaded to make 
*.a special effort under proper safeguards imposed by the Co-operative 
Department to attract deposits from members preferably for periods 
longer than 1 year, by offering rates even up to their borrowing 
rate from the central bank. 

(13-B) Borrowers from the co-operative societies should be in- 
duced by their jjanchayels to entrust to them their gold and silver 
ornaments (except a gradually decreasing minimum amount fixed 
by the pandhayet from time to time) for sale and deposit in the 
central co-operative bank in the name of a woman of the family, 
on which, the central hank should give compound interest at half 
per cent, less than the rate charged to the society by the central 
bank, the whole principal and interest being returnable in cash or 
gold at the option of the depositor when the borrower has dis- 
charged his debt to the co-operative societies. The existing law 
should be amended so as to make it clear that the amounts so 
invested shall be treated in all legal proceedings as ornaments on 
the person of a woman. (Para. 120.) 

(Note. — Mr. Bal Kishen dissents from this as he considers it neither 
•practicable nor likely to be popular.) 

(iv) Rural Industries. 

(I) The possibilities of developing rural industries should ho 
explored by the Board of Economic Development proposed by the 
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Committee. Government should grant free of charge, on favour- 
able terms, the services of government officials or experts for start- 
ing or advising* such industries as is done under the Central Prov- 
inces Industries Act ; and .the necessary credit facilities should he 
provided by the Co-operative Department, supplemented by finan- 
cial aid from Government on terms similar to those adopted under 
the Madras State Aid to Industries Act. p (Para. 128.) 

(2) In view of the facilities already available for getting advances 
against stored produce, the majority of the Committee do not think 
it necessary to start co-operative loans and sale societies and unani- 
mously reject the Egyptian system of loans to small producers on 
the security of produce. (Para. 13(8.) 

(v) Long period credit in rural and urban areas. 

The majority recommend the creation of a joint stock land mort- 
gage bank on the lines suggested in Chapter XX for the provision 
*of long* period credit in rural and urban areas. 

fvi) Financing of internal trade and remittance facilities . 

(!) The United States Warehouse system is well worth a trial 
and the volume of business" in Delhi and Peshawar justifies an 
experiment being made in selected places, <?.</., Delhi city, Hapur 
or Ghamabad and Peshawar and Mardaii. (Para. 153.) 

(2) A nation-wide mobility .of funds is, .in our opinion, most 
vital in this country in view of the fact that its chief industries are 
associated with the exploitation of natural resources, its financing 
season in one industry is often the repaying season in some other, 
-and the seasonal demand for financing in various provinces does not 
exactly coincide. Owing to marked differences in the: banking: 
development between the developed and undeveloped provinces as 
also between the rural and urban areas in each province, the neces- 
sary economy in moving funds cannot, however, be secured unless 
(a) there is a rapid development of the branch system or of the 
agency system under control of a bead office of a parent or affiliat- 
ing joint stock bank, (b) tlie indigenous hankers are intimately 
linked with the Imperial Bank with its wide-spread branches and 
facilities for remittance through currency chests, (c) the post 
office banks a. re utilised to the utmost extent for; remittance work 
and linked with the system of indigenous banking and financing in 
the mofussil, and (cl) the institutions for financing agriculture are 
more closely connected with the Imperial Bank and -joint stock 
banks in the matter of short term loans to agricultural industry. 

: (Para. 154.) 

fvii) Industrial and miscellaneous credit , and investment habit in 

urban areas , 

(1) The Local Governments- should extend to these areas the 
'benefits of the Madras State Aid to Industries Act with the addi- 
tion of the provision in the Central Provinces Act for grant, free 
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of charge, or on favourable terms, of the services of Government 
officials and experts for starting or offering' advice in connection, 
with these industries. (Para. 160.) 

(2) So far as the seasonal requirements of the cotton mill 
industry in Delhi are concerned , the only remedy seems to be to 
induce the Imperial Bank to make its terms for seasonal advances 
more reasonable. (Para. 160.) 

(6) There is an urgent need for intensive propaganda in favour 
of the co-operative credit movement among the urban community 
in Delhi particularly the following classes: — 

(a) Clerks in the Government of India Secretariat getting 
salaries below Its. 200; (b) Grass-cutters; (c) Masons ; 
(d) Thelaicallas; (e) Shoe-makers ; (/) Khatibs; (g) Small 
traders. 

Tlie Committee therefore recommend that the co-operative staff 
in ihe urban areas of Delhi should be increased and an experienced 
officer of standing should be deputed to do, propaganda and organis- 
ing work in the city of Delhi. (Para. 163.) 

(4) The Committee strongly favour the creation of a class of 
licensed money-lenders for urban areas in addition to • licensed 
shroffs, similar to licensed village money-lenders on some such 
conditions as the following: (Para. 164.) 

f i) A licensed money-lender shall be a member of an association 
of licensed money-lenders and shall conduct his business in accord- 
ance with the rules drawn up by this association from time to time 
and approved by the licensing board for shroffs. 

(a) Every licensed money-lender shall keep accounts in the 
form prescribed by the licensing authority and have them audited, 
at intervals of not more titan 2 years by a qualified auditor or 
a person on the approved list sanctioned by the licensing autho- 
rity, and shall, on demand by t lie borrower, furnish him with a 
statement of accounts from the date of the last statement not oftener 
than once in six months; 

or 

agree to make payments to all his debtors through ihe post office 
or a joint stock bank, or a co-operative central bank or a licensed 
indigenous shroff notified by the licensing hoard from time to time 
and receive nil payments from ids debtors through the same agency. 

(7/7) He shall be entitled io a special summary procedure for 
deciding suits in which he is a plaintiff so long as be is a member 
of the Association of licensed money-lenders. 

( iv) He shall be entitled to he awarded by Law Courts the 
stipulated rate of interest from the date of the transaction to the 
date of the actual realisation of his dues, subject to t lie conditions — 

(//) that the court shall declare the decree as satisfied in full 
when the licensed money-lender has actually realised his 
principal and interest at 12 per cent, per annum on a 
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mortgage debt and 18 per cent, per annum on unsecured 
debt from the date of the transaction, provided the 
stipulated rate of interest exceeds the foregoing rates. 

(b) that no evidence of payment bv the judgment debtor after 
the decree shall be admissible in execution proceedings 
against the licensed money-lender except when payment 
is made through the. court or on a receipt signed by the 
creditor and filed in court within the period of limita- 
tion, or through the post office on a special form for 
payment of decretal amount drawn up so as to show the 
minimum necessary particulars, or by cheque on a 
registered bank, or through the vakil of the party to 
whom payment is made. 

(vv) All debts of the licensed money-lender shall have priority 
in the matter of payment to any subsequent loans from other credi- 
tors whether on mortgage security or otherwise. 

(5) Special credit facilities seem to be required also for the 
solution of some of the most urgent problems in the city of Delhi , 
viz . , the problem of congestion and that of its milk supply. There 
appears to be considerable scope for co-operative housing societies 
in Delhi, and the Committee commend to the notice of the Local 
Governments and the Government of India the view taken bv the 
Madras Government that financial help from Government to hous- 
ing societies in the shape of loans is not only essential but also 
proper as representing a legitimate contribution by Government 
towards the solution of the housing problem and the relief of con- 
gestion in towns. The Committee is also of opinion that Co-opera- 
tive Milk Purchasing* Societies in the city linked to Co-operative 
Department will lead to the solution of the milk problem in the 
city of Delhi, and that a small initial capital required for co- 
operative sales societies should be provided by loans from the 
Local government on the same terms as taker i loans. (Para. 165.) 

(6) There is no investment trust in these areas and there doe* 

not appear to us to be sufficient scope for one, except probably in 
Ajmer where the Co-operative Central Bank gets a substantial 
margin of profit by attracting urban -deposits at a low rate and 
investing a large percentage of them in Government securities. 
But an investment trust established in big cities like Bombav and 
Calcutta, under adequate safeguards against fraud, is likely to 
stimulate investment by those who are at present investing their 
savings in either land or Government securities for no other reason 
except their inability to judge the value of the different forms of 
investment: and bv Mob nmmn dans who have objections to accept- 
ance of interest but no objection against receiving profits. In the 
absence of a luV Investment Trust operating over a wide area, the 
Co-operative Department will be well advised to institute a Co- 
operative Investment Trust in Aimer for the benefit of ibis class of 
investors rather than allow the Central Bank in Ajmer to profiteer 
at their expense, (Para, 166.) 

.BANK COM# y V 
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(7) As there is a promising field for a National Savings Move- 
ment, especially in urban areas, the Co-operative Department and 
the Board of Economic Development suggested elsewhere should 
attempt to initiate schemes Nos. 2, 5, 6, 7, 9, and 10 described 
in para. ’ (Para, 167.) 

(viii) Existing Legislation and Legal 'Procedure in their hearing 
on credit and credit facilities. 

(1) With a view to protect small agriculturists or peasant pro- 
prietors and in order that the Land Alienation Act or Regulation 
should operate to their full advantage, and at the same time divert 
the savings of the bigger land owners into more profitable channels 
of investments, the Committee recommend that the agriculturists 
whose holdings fall short of the standard of an economic holding, 
to be determined with due regard Do local conditions, should have 
power to alienate their holdings only in favour of those agriculturists 
who own 50 acres of land or less, and that alienations hy such 
persons in favour of those agriculturists who own more than 50 
acres of land should require the permission of the Collector, which 
should, however, he freely given, in case it is found necessary for 
the owner of the uneconomic holding to sell his land and either 
the price offered by those owing less than 50 acres is not adequate 
or no purchaser from this class is forthcoming. (Para. 176.) 

(Note.* — While the members of the Committee are unanimous as to the 
object in view, they are divided in opinion as to the details of this recom 
mend at ion,) 

(2) In Aj mer-Mer wara and Delhi, the discretion vested ixi the 
executive authority under the Land Alienation Act or Regulations 
to give permission to agriculturists to sell their land should be 
more freely exercised, subject to the right of pre-emption in favour 
of members of agricultural tribes who cultivate the land themselves, 
provided the applicant can get a price which is not less than 20 
times the annual net return from the land and provided Unit after 
discharging his debt he agrees to invest for at least ten years the 
proceeds of (lie sale in securities approved by the Collector. 

(Para. 170.) 

(Note. — The Committee is not in favour of extending the operation of this 
suggestion to the North-West Frontier Province as it would not suit the 
peculiar conditions prevailing in the rural areas of that Province.) 

(3) Subject to certain safeguards, co-operative societies and 

land mortgage banks should be classed as agriculturists for the 
purposes' of the Laud Alienation Act and the same restrictions as 
are imposed upon the agriculturists in respect of the parties to whom 
they can sell their land, should be imposed also on these co-opera- 
tive credit societies and land mortgage banks. (Para. 176.) 

(Note. — Kanwar Motilal wishes to extend ibis privilege to licensed money- 
lenders and licensed indigenous bankers.), 

(4) It is also desirable to relax section 29 of the Land and 
Revenue Regulations, No. 2 of 1877, in -force in Ajmer-Merwam 
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when the Istimrardar’s creditor is a co-operative credit society or a 
land mortgage bank, a licensed indigenous banker, or an Indian 
joint stock bank. (Para, 176.) 

(5) Land belonging* to insolvent agriculturists should be 
.declared to vest in the official receiver who may dispose of them to 
other agriculturists to whom the insolvent himself could have sold 
the land under the Land Alienation Act or Begulations. 

(Para, 177.) 

(0) hfone should be adjudicated as an insolvent if he lias been 
guilty of an act of bad faith in regard to monetary transactions, 
and the insolvency law should be amended accordingly. In all 
cases of applications for declaration of insolvency by indigenous 
bankers, the courts of law should be bound to ask the local Shroffs 
Association to allow a committee of four or five persons to examine 
and audit the account hooks of the licensed indigenous banker and 
investigate the applicant's fitness to be declared an insolvent before 
adjudicating him an insolvent. As these recommendations are not 
adequate for the protection of the general lending public, the 
Committee suggest the desirability of eliciting further the con- 
sidered opinions of Bar Associations and the Judiciary on further 
amendments to Insolvency Law. (Para 178.) 

(7) The real defects in the Usurious Loans Act are incurable 

unless a body of licensed money-lenders and an Association of in- 
digenous shroffs, who shall get their accounts audited and who should 
be free from interference by the law courts in the matter of rate of 
interest, except at the time when repayments are actually made, 
are set up on the lines suggested. (Para. 179.) 

(8) Section 34 of the Civil Procedure Code should be amended 

so as to provide that the rate of interest ordered in the decree should 
be the contract rate (if it is not inequitable) on the principal 
sum from the date of the suit till the date of the decree and again 
from the date of the decree till realisation, and if the contract rate 
is inequitable, then at such rate as the court considers to be 
equitable. (Para. 180.) 

(9) In view of the post-war monetary conditions, section 35 of 
the Civil Procedure Code should be amended so as to empower the 
courts to allow interest on costs at a rate higher than 6 per cent * 
ii they consider it reasonable to do so. 

(10) The rate of interest under section 80 of the Negotiable 
Instruments Act might be raised from 0 to 9 per cent, per annum. 

(Para. 180.) 

(11) A land register for house property should be maintained 

both in the urban and rural areas in connection with the proposal 
to establish land mortgage banks and any one should by application 
be able to have his name entered in a special column in the record 
uf rights or land register by way of caution to prospective mortgagees 
and purchasers, no one except a minor being allowed in the absence 
of such entry to set up any title to landed property recorded in the 
name of another, (Para. 181.) 



(12) Tiie law should be suitably altered so as to provide that In 
all mortgage transactions with Hindus, governed by Mitakskara 
Law, an enquiry made by an officer of a joint stock bank or of a 
land mortgage bank or by an executive officer authorised in this 
behalf by the Local Government should be incorporated in the 
bond and be considered as prima facie evidence that reasonable 
enquiries were made by the creditor regarding the necessity for the 
loan, thereby shifting the onus from the plaintiff to the defendant. 

(Para. 182.) 

(13) The value of each property should be separately noted in the 
bond and the lien split up and mentioned separately so that a 
debtor could satisfy the debt and redeem his property piecemeal. 

(Para. 183.) 

(14) Suitable remedies should be devised for quicker recovery of 

dues from debtors, as until this is done, no great development in 
banking can be achieved. (Para. 184.) 

(ix) Indigenous hankers and Jmndis. 

(1) A class of licensed bankers should be instituted and all 
indigenous bankers paying income-tax should be accorded certain 
privileges in return for certain obligations imposed upon them. 
Under the terms of their license they should be compelled, (1) to 
get their accounts audited by a qualified auditor who should draw 
up an annual balance sheet in a prescribed form disclosing among 
other things the names of the partners and places of their business; 
(2) to become members of the Shroffs’ Association in the nearest 
town and agree to conduct their business in accordance with the 
rules drawn up by this association ; (3) to agree not to charge 
beyond the scheduled maximum rates of interest for different kinds 
of business, fixed from time to time by the licensing authority on 
the recommendations of the association; and (4) to agree, in case 
they accept deposits from the public to keep a cash reserve on a 
scale laid down by the Imperial Bank or the Reserve Bank on the 
recommendations of the Shroffs’ Association against the deposits 
received from the general public excluding the deposits of members 
of their firms, and to hold it either in Government securities or in 
securities approved by the Imperial or Reserve Bank, or in balances 
kept with the Imperial or the Reserve Bank. (Para. 217.) 

In return for these obligations they should have in the first 
place ample facilities for recovery. In all cases in which they are 
parties to a suit it should be open to them to claim a. special sum- 
mary procedure for determination of their suits as also a special 
summary procedure for the execution of decrees, and a special 
legal enactment or directions of the High Court should lay down 
that no court of law shall be at liberty to vary the rates of interest 
stipulated in transactions to which these licensed bankers are parties 
so long as these rates are within the prescribed schedule or to refuse 
to award interest at the same rates after the date of the decree till 
full recovery is made, ■■ 
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Secondly , they should have a definite assurance that the Imperial 
Bank of India shall not be asked by Government to open a branch 
at a place -where a licensed indigenous shroff is carrying on his 
business except after giving an opportunity to the Licensing Board 
to consider the objections of the indigenous shroff within a certain 
time-limit and submitting its own recommendations to Govern- 
ment. 

Thirdly, a licensed banker should be entitled to (a) remit free of 
charge through the post office, sums not exceeding a limit laid down 
by the post office in consultation with the indigenous bankers’ 
association or the licensing board, to notified places against a 
current account .maintained with the head post office in a district 
town and never allowed to fall below T a certain minimum monthly 
balance; ( b ) to remit funds through the Imperial Bank or the 
Reserve Bank at the same rates as are charged to all joint stock 
banks subject to the proviso that this will not preclude the grant- 
ing of a differential rebate to any joint stock bank or banker whose 
total remittance in a year exceeds a specified amount ; ( c ) to a sub- 
stantial rebate of duty on mudati hundis varying with the amount 
of mudati hundis used by each individual shroff in a year, pro- 
vided this is found administratively feasible; (d) to have his 
hundis rediscounted by the Imperial or Reserve Bank on the same 
terms as joint stock banks within the maximum limits depending 
on his credit position in the market fixed by Imperial or Reserve 
Bank in each case on the recommendation of the association of 
licensed indigenous bankers, provided that this will not in any way 
fetter the discretion of the discounting authority to refuse or limit 
the advance to any particular individual; {&) to repawn ornaments 
with the Imperial Bank or the Reserve Bank at a rate that will 
leave him a fair margin on advances against gold and silver orna- 
ments under conditions prescribed by the Imperial Bank or the 
Reserve Bank from time to time. 

Fourthly, in cases of application for declaration of insolvency 
by a licensed indigenous banker, it should be obligatory on the 
court to ask the local Shroffs’ Association to elect a committee of 
four or five persons to examine and audit the account books of the 
licensed indigenous banker and investigate the applicant’s fitness 
to be declared an insolvent before adjudicating him an insolvent. 

(Para. 217.) 

(2) Attempts should be made to link some of the indigenous 
shroffs more closely to the Imperial Bank and a suggestion is 
made that in place where there is neither a branch of a joint 
stock bank nor that of the Imperial Bank at present, the Imperial 
Bank may, on the initiative of the Licensing Board, appoint from 
among the licensed shroffs of the province an agent on a salary or 
on commission basis on the following conditions : (Para. 217.) 

(i) The agent shall guarantee a fixed minimum amount of 
business. 

(it) The agent shall give a limited guarantee against losses 
arising out of the agent’s mismanagement. 
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(in) The agent shall bind himself not to do any business with 
the bank’s money or keep his own goods in the godown 
of the bank. 

(iv) The agent shall bind himself not to engage in speculation 

or combine trading with banking proper. 

(v) The agent shall remit without undue delay to the nearest 

treasury all deposits received on behalf of the Imperial 
Bank except a certain minimum balance agreed upon in 
the beginning of each year. 

(m) Subject to limits fixed in each ease by the Imperial Bank, 
the agent may be authorised to open and receive current 
accounts on its behalf, withdrawable by cheques as a 
matter of right only on its nearest branch, but as a 
matter of practice, if timely notice be given, also on the 
agent to a limited extent notified from time to time, 
lie may also be given a limited authority to advance 
loans against ornaments or against produce kept in the 
bank’s godown on a short notice to the Provincial Head 
Office of the Imperial Bank and under conditions pre- 
scribed by the Imperial Bank from time to time. 

(vii) The Imperial Bank shall on the recommendation of the 
Licensing Board impose such restrictions on the agent 
as regards rates of interest as will prevent unfair com- 
petition with independent shroffs and branches of banks, 

(3) The composition of the Licensing Board recommended should 

be as follows:— (Para. 217.) 

(<i) three representatives of the local Shroffs Association; 

(b) one representative of the Imperial Bank of India; 

(c) one representative of the Indian joint stock banks; 

(d) one representative of Trade and Commerce nominated by 

the local Government on the recommendation of the local 
chambers of commerce, if any ; and 

(e) an economist or a public man interested in banking nomi- 

nated by the local Government. 

(4) It would be worth while to throw special inducements to some 

shroffs to restrict their business to the functions of discounting and 
accepting houses, and to agree not to engage in any trade except 
purchase and sale of gold and silver, or strictly commission or 
agency business on behalf of other traders, and not to draw mudati 
hundu themselves but only discount or endorse lumdis drawn by 
others. The Committee recommend that the Imperial Bank or 
the Reserve Bank should in its rediscounting policy give a pre- 
ferential treatment to those shroffs who agree to accept these 
limitations on their business, in the matter of limits up to .which 
bills discounted by them will be rediscounted, and the Government 
should give a larger rebate on the duty paid on the mudati hundu 
by such shroffs. (Para. 218. j 
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(5) It is desirable to encourage the use of a standard form of 

hundi printed in English, as well as in the language commonly 
employed at present in each province by selling* it a little cheaper, 
than the ordinary stamped hundi paper. (Para. 219.) 

(6) The duty on usance bills should be reduced by half and 

if the system of rebate is administratively feasible, a rebate on the 
reduced duty be granted to all shroffs who use in a year hundis 
exceeding the value of Rs. 10,000 in the aggregate, on a progressive 
scale, the rate of rebate increasing with the total amount of mudaii 
hundu used. (Para. 219.) 

(7) In view of the fact that bills of exchange payable more than 
one year after elate or sight were at no time common in these Areas 
and the bazaar does not look with favour on any hundi of a longer 
duration than one year, the Committee recommend that the bills 
of exchange payable at more than one year after date, may be 
excluded from the benefit of the suggested, reduction of duty. 

(Para. 219.) 

(x) Joint Stock Banking . 

(1) The use of cheque forms printed in English with translation 

in the principle language of the mercantile community m the 
province should be freely encouraged and signatures in vernacular 
should be freely accepted in the case of cheques collected through 
a bank or a licensed shroff. (Para. 227.) 

(2) Subject to a limit on the value of the cheque and to restric- 

tions as to the number of times per week cheques can be issued, 
cheques should be allowed to be issued against savings bank accounts 
in selected post offices and branches of the Imperial Bank, provided 
that in case of demand for cash payment a few days' intimation is 
given to the bank concerned. (Para. 227.) 

(3) The Post Office should accept freely cheques for deposit in 

the savings bank account, (Paras. 227 and 242.) 

(4) Payment by cheques drawn on any local branch of a regis- 
tered bank or on a licensed shroff or a co-operative central bank 
should be freely allowed by all tax-collecting Departments of 
Government and local bodies m payment of their dues, and cheques 
should be more freely accepted than at present by courts of law. 
The Committee are further of the opinion that it will be a distinct 
facility to businessmen if the Railways accept from approved 
customers payments by cheques on banks and bankers. 

(Para. 227.) 

(5) The Committee are divided in opinion as to whether the 
Negotiable Instruments Act of 1881 should be amended so that no 
endorsement on a cheque payable to bearer should operate to restrict 
its negotiability. The majority consisting oi the Chairman, 
Messrs. Gray and Chablani and Nawafa Major Mohammad Akbar 
Khan are in favour of such an amendment, as they think that the 
law at present imposes a very considerable amount of extra work 
and responsibility on banks who have at present to examine endorse- 
ments on all bearer cheques without any appreciable advantage to 
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(•heir constituents or to the public* Kanwar Moti Lai and Lala 
Bel Ivishen are opposed to it on the ground that it deprives the 
public of a legitimate protection. (Para; 328.) 

(8) Thmdis should be excluded from the scope of this amend- 
ment in view of the common usage to give on the hundi instructions 
regarding the method of payment. (Para, 228.) 

(7) The existing law under which any holder of a cheque or a 

hill of exchange can ..alter at any stage the character thereof from 
hearer to order by running his pen through the word hearer is useful 
and should not he interfered with. (Para. 228.) 

(8) The protection afforded by the crossing of cheques should be 

extended to hundis also. (Para. 228.) 

(9) The position will continue to he unsatisfactory for Indian 
banks and hankers until either a non-competing reserve bank is 
established or restrictions are imposed on the amounts advanced by 
the Imperial Bank directly to the public against ornaments, grain, 
cotton or merchandise on rates which are substantially lower than 
those which the Indian hanks and bankers can afford. 

(Para. 229.) 

(10) The Committee feel that a proper rediscount bill market 

will be very difficult to develop in India without establishing a 
Reserve Bank which does not deal directly with the public except 
on occasions when its open market operations are necessary to estab- 
lish its control over the money market; hut till this proposal 
materialises, the Committee recommend that the Imperial Bank 
should be induced to charge an appreciably lower discounting rate 
to the licensed indigenous hankers and Indian joint stock banks 
than its discounting rate for the public. (Para. 229.) 

(11) The Imperial Bank should, in fixing its rates of interest, 

show due regard to the prevailing rates of interest paid on deposits 
by the Indian ioint stock hanks and licensed shroffs, and on a 
reauxsition bv the local agents of any two of the Indian ioint stock 
banks or licensed shroffs, the local Licensing Board should have the 
power to investigate allegations against the Imperial Bank in this 
behalf and report the result to the Managing Governors of the 
Imperial Bank. (Para, 229.) 

G2) The Imperial Bank should encourage licensed money- 
lenders, licensed shroffs and joint stock banks to advance loans 
against gold and silver ornaments bv charging them a, lower rate 
of interest on advances against such ornaments repawned to it. 
The rate of interest on such advances should not be a fixed rate as 
at present but should vary with the season coming down particularly 
during the months in which the agriculturists need money for sow- 
ing operations, hut the rate once fixed should not be changed 
during the currency of the loans, (Para, 230.) 

H21 Every branch of a bank including those of exchange banks 
should be compelled bv law to invest a certain minimum percentage 
of its deposits and hill collections within a specified banking 
circle in which the branch is situated, the percentage in each case 
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being fixed., by the licensing board after hearing objections by the 
party concerned, provided that the amount invested in Govern- 
ment of India, securities shall count towards this fixed minimum. 

(Para, 234.) 

" (14) Every insurance company operating in India should be 
compelled by law to invest at least half its net realisations from 
premia in India, of which 50 per cent, must he. invested in a 
specified local area from which premia are collected, the amount 
invested in Indian Government securities counting towards the 
minimum in either ease. (Para. 234.) 

(15) A specified portion of the amount in the hands of Govern- 
ment on account of post office insurance and contributions to the 
Provident Fund should be earmarked for long period credit to 
local agriculture and industry through the Imperial Bank for the 
present and through land mortgage banks and industrial banks 
when they are established. (Para. 234.) 

(xi) Government . 

(1) The existing practice regarding grant of takavi under the 

.Agriculturists Loans Act in times of scarcity should be continued; 
and co-operative societies and licensed mahajam should be helped 
to repay crop loans to the Imperial Bank of India in certain cir- 
cumstances. (Para. 238.) 

(2) For the better administration of the Land Improvement 

Loans Act, periodical examination of each village should be made 
by an agricultural expert, and a ten. years'” programme of improve- 
ments that are economically justified should be drawn up, which 
should be carried out by the Agricultural Department or the owner 
of the land from funds obtained either from Government or a land 
mortgage bank. (Para. 236.) 

(3) The existing system of the post offices savings banks account 

should be modified as follows : — (Para. 237.) 

(a) The number of withdrawals allowed within a week should 

be increased to at least two. 

(b) The annual and maximum limit on deposits should he 

raised to at least double the present limit in all places 
'where there is no branch or agency of an Indian joint 
stock bank or of a licensed indigenous shroff. 

(c) Interest for at least half the month should be allowed on 

deposits kept after the 4th of a month or withdrawn 
after the 25th of month, if the amount deposited or 
withdrawn has remained with the post office for at least 
20 rla-ys in the month. 

(4) In order to restrict competition with commercial banks, city 

post offices should not accept any deposit exceeding 
Rs. 500 for less than a year. (Para. 237.) 
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(5) At post offices which have at present no savings bank 

accounts, savings banks may be opened for business only once a week 
in as many post offices as possible, for only 3 to 4 hours during the 
day, : ' (Para. 237.) 

(6) A limited number of post offices in city areas should be 

kept open for savings bank business up to 8 o’clock in the evening 
in order to afford adequate facilities to labourers and shop-keepers 
engaged in retail trade. (Para. 237.) 

(7) The Post Office Insurance Fund, which is now open to Gov- 

ernment employees, should be extended to the general public up to 
a limit of Its. 1,000 in each cash. (Para, 238.) 

(8) For the special protection of women, special certificates 
which could only be held by a woman should be issued, the interest 
on which should be payable every year through the nearest post 
office and the principal repayable only after 10 years, or on the 
death of her husband if it occurs earlier than 10 years. 

(Para, 239.) 

(3) The credit difficulties of local trade should not be aggra- 
vated by withdrawal from the local money-market of large sums 
of money through cash certificates, Government loans, treasury 
bills and Postal Savings Banks, The Committee recommend that 
Government should slow down their borrowing programme in a 
period of depression and should earmark a certain minimum of 
the funds raised by means of Cash Certificates and Postal Savings 
Bank deposits, for local investment for short-terms with banks, 
ahroffs and industrial concerns. Similarly a specified portion of 
the amount in the Postal Insurance Fund and General Provident 
Fund may well be utilised for long period credit to local agricul- 
ture and industry through the Imperial Bank of India for the 
present, and through land mortgage and industrial banks when 
they are started. , (Para, 241.) 

(10) It is essential for banking development that the cheque 
habit should spread and remittance facilities extended to places 
where there is at present no banking institution except a post 
office. The Committee consider that the Government have in their 
post offices an excellent agency for helping in this direction, as in 
many foreign countries where they are utilised extensively for this 
purpose. In view, however, of the vastness of the country and 
absence of any previous experience of this business the Committee 
do not wish to go as far as is the practice in continental countries 
in , Europe, and recommend instead an experiment, on a limited 
scale in the first instance. They suggest that city post offices and 
selected mofussil post offices should be allowed to open current 
accounts free of interest up to a prescribed limit for a limited class 
of clients, e.g., licensed indigenous bankers, licensed village 
Money-lender co-operative societies, who should have the privilege 
of remitting to notified places, free of charge, sums not exceeding 
the limit laid down by the postal authorities in consultation with 
the indigenous bankers’ association or the Licensing Board for 



Tillage money-lenders against a current account maintained at the 
head post oifi.ce in the district towns, and never allowed to fall 
■below a prescribed minimum (monthly) balance. (Para* 242.) 

(11) The Committee recommend that the head post office in the 
district, towns should from time to time announce that it will be 
prepared to remit funds to places all over India in which post offices 
have usually surplus funds in certain months, at specially reduced 
rates, provided that at none of these places there is a branch of a 
joint stock bank or of the Imperial Bank of India, and provided also 
that the rates charged to banks and licensed indigenous shroffs, shall 
be appreciably lower than the rates charged to the public, 

' ' (Para. 243.) 

(12) The Committee recommend that the Government of India 
should have for these Areas its own heads of Departments in the 
sphere of economic activities, e.g., a Director of Agriculture and a 
Director of Industries for the Centrally Administered Areas, a 
separate Registrar (paid or Honorary) of Co-operative Societies in 
Delhi as well as in the North- West Frontier Province. 

(Para. 244(1).) 

(13) A board of economic enquiry should be constituted on the 
lines of the Punjab Board of Economic Enquiry. (Para. 244 (2).) 

(13) A Board for Economic Development should be set up for 
these Areas which should include among its members — 

(Para, 244 (3).) 

(a) the administrative heads of the departments of agriculture 

veterinary industries and co-operation; 

(b) a representative of factory owners; 

(c) a representative of zaminclars nominated by the local 

Government ; 

(cl) a representative of the Board of Economic Enquiry elected 
by the Board of Economic Enquiry; 

(e) a representative of Labour nominated by the local Govern- 
ment; and 

if) a whole-time economist with an assistant trained in statistics 
(Secretary) , 
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APPENDIX II (a). 

Statement showing the distribution of the main questionnaire of' 
the Committee > the number of replies received and. the number 
of w i (nesses exam-in ed . 




'APPENDIX III. 

CENTRAL AREAS BANKING ENQUIRY COMMITTEE. 


QUESTIONNAIRE. 

(The following memorandum is published in order to assist witnesses 
in the preparation of their evidence. It is not to be regarded as exhaustive, 
nor is it desired that each witness should necessarily attempt to deal with 
all the questions raised.) 


A. — AgEICULTUBAJD INDQSBTEDN'ESS. 

1. In order to devise measures for the increase of credit facilities to 
the agricultural classes it is necessary to reach an estimate as accurate as 
possible of thfe existing indebtedness of these classes. Can you furnish any 
such estimate for a village , teJisil or district in your province, or for the 
whole province ? If not, can you suggest the manner in which such an 
estimate can be obtained with reasonable accuracy f 

In such an estimate please distinguish between 

(a) the amount of debt with land as security which is in the form 

of a registered mortgage, 

(b) the amount of debt which is concealed in the form of a judicial 

sale to circumvent the provisions of Acts such as the Deccan 
Agriculturists Relief Act, 

(c) the amount of debt which is incurred against any other assets, 

such as the village house, ornaments, ploughs and other agri- 
cultural implements, crops and produce, or debt which is 
given on the general security of all the assets without a specific 
pledge. 

Please state wherever possible the purposes for which the debt was 
incurred, such as 

(a) the repayment of earlier debts, 

(b) marriage and other jsocial occasions, 

(c) famine and other kinds of distress, 

(d) payment of land revenue, 

(e) growth of the debt by compound interest, interest not having 

been paid, 

(/) seed and manure, 

(g) improved agricultural implements, 

(h) sinking of wells and agricultural improvements, 

(i) payment of wages to labourers, 

(j) litigation, 

(&) purchase of cattle, 

L7CABEC 



(Z) purchase of land or bringing into cultivation fallow land > 

(m) construction or acquisition of houses, 

(n) education of children. 

Who form the majority of these borrowers , persons owning more than 
an economic holding # or those atoning less than it t What percentage of 
persons owning land above 100 acres borrow for these various purposes t 
What measures would you suggest for limiting borrowing for wasteful and 
unproductive purposes t How would you encourage borrowing for pro- 
ductive purposes by these classes f 

Please indicate also to whom this debt is largely due and whether the 
creditors are Government, banks, co-operative societies, indigenous 
bankers, professional money-lenders or zamindars, 

2. Please state what yon know of the rates of interest charged by the 
various classes of creditors and the methods used for calculating interest 
and for enforcing repayment of debt. 

3. How far in your opinion, is the provision of credit facilities effected 
by existing legislation and legal procedure f Hdve you any suggestion to 
make regarding improvements in this respect f 

4. Are financial difficulties responsible for replacement, on a large 
scale, of small agriculturists by (a) bigger zamindars and ( b ) money- 
lenders, in the areas with which you are familiar t 

5. Do you think a large number of people who are efficient farmers, 
are being turned into tenants for a period or tenants-at-will through the 
process of the enforcement of the old debts and of landed property passing 
on into the hands of creditors ? 

6. If this process is going oh, does it take away from the actual culti- 
vator the incentive to produce more or cultivate his land in a more efficient 
or better manner .? How far can this process be checked by legislation f 
Can you suggest any other method for counteracting it f 

7. Is it customary for zamindar money-lenders in your village, tehsil 
or district to extract personal service or any other form of labour in lieu of 
interest on loans from borrowers f 

8. Please describe the methods and effects of advances made in cash 
and in kind by particular money lending communities or agencies such as 
transborder moneylenders to agriculturists^the operation of loan banks 
and the system of Rahti loans given by moneylenders to people of small 
means . 

9. Can you state if the Usurious Loans Act is being availed of in your 
province to any appreciable extent f What measures would you suggest 
for a free use being made thereof t 

10. Would you suggest the enactment of legislation in connection with 
the publication and regulation of accounts of moneylenders ? Would you 
suggest any legislation for the purpose of ensuring fair transactions between 
the moneylender and the agriculturist f 

11. Are there any village Arbitration Boards or village Panchayats 
in your village , tehsil , district or province f If so, is this agency freely 

*A holding which will support an average family. 
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resorted to for purposes of settlement of disputes between the moneylender 
and the agriculturist and is their decision effective f 

B.— Finance for agricultural production. 

12. Describe the present system by which the agriculturist (zamindar 
and cultivator) in your village , tehsil, district or province obtains finance 
for 

(a) expenses during cultivation, 

(b) capital and permanent improvements, and 

(c) other special ndeds, e.g,, failure of monsoon, land revenue, 

etc. 

Consider separately the cases of (a) small cultivator or peasant pro- 
prietor, (b) an owner of about 100 acres of land and (c) a large land- 
holder. 

What proportion of it is obtained in kind , e.g., seed, plough , cattle, 
etc . t 

What are the rates of interest charged in your village, tehsil, district 
or province for advances for (a), (&)' and (c), the periods for which loans 
are ordinarily taken, the nature of the security given and accepted (e.g., 
standing corps, land, house-property, ornaments, etc.), and other conditions 
attaching to the grant of such loans 1 Do you consider the rates of in- 
terest exorbitant f Are different rates of interest charged for cash ad- 
vances and loans in kind f 

Describe the part played in financing agriculture for (a), (b) and 
(c), by Government, the Imperial Bank of India, the joint stock banks, co- 
operative banks, the indigenous banks and bankers, zamindar s, profes- 
sional moneylenders, merchants and dealers, and other organisations 
giving credit {e.g., companies trading in fertilisers, etc.). 

13. Does the cultivator freely borrow takavi under the Agriculturists 
Loans Act t If not, please state the reasons. Are there any defects in 
the working of this Act t If so, what remedies would you suggest f 

14. Is there co-ordination among the various credit agencies includ- 
ing Government, and is there scope for improvement in that direction ! 

15. State defects, if any, in the present system of financing agricul- 
tural production and the reasons for the existence of such defects. Can 
you suggest any remedies ? 

16. Can you give an estimate of the total amount of capital required 
at present for the various purposes mentioned in Question No. 12 for your 
village, tehsil, district or province ? On what basis would you form such 
an estimate f Is the capital at present available adequate for the purpose f 

C .— Finance for marketing. 

17. Can you name the marketing centres for the various crops in your 
village, tehsil, district or province t 

18. Describe the present ihethod of marketing principal crops in your 
village, tehsil , district or province. What is the part played by the different 
classes of banks and bankers and merchants and dealers during the process 
of marketing 1 Is there any co-ordination among them and Is there any 



scope for improvement in that direction f What charges does the culti- 
vator pay to (a) moneylender and (6) the commission agent or the 
broker f Are there any other incidental charges t 

19. In what manner does the agriculturist store his produce, 

(a) previous to taking it to the market , and 

(b) at the market f 

1$ it possible for him to use the gram so stored as security for obtaining 
credit t 

20. What in your opinion are the possibilities of operating licensed 
warehouses in India either on the lines of the system which exists in the 
United States of America* or otherwise ? Do yon think there is any need 
for Government assistance in the matter ? 

21. Describe the credit facilities required for the financing of produce 
during marketing and the facilities actually existing. 

In regard to such facilities is there any special difference between 
internal and foreign trade ? 

22. What different kinds of instruments of ownership of goods and 
produce (e.g., railway receipts) and documents are employed for raising 
money during the prodess of marketing ? 

Are any difficulties experienced in the use of these instruments and 
have you any suggestion to make with a view to removing these difficulties ! 

23. What are the possibilities of forming pools and of co-operative 
effort generally in the transporting and marketing of produce f 

24. Have you any suggestions to make for the more extensive use of 
bills in internal trade in rural areas (e.g,, by reduction of duty on bills) ? 

D. — Long period loans fob agriculture, 

25. Is there any appreciable demand for long term credit in your 
village, tehsil, district or province, and if so, by which of the classes specified 
in questions Nos. 1 and 12 t 

26. To what extent are loans obtainable for long periods in your 
village, tehsil, district or province on the security of land by 

(a) landlords, and 

(b) tenants of various kinds f 

27. Does the agriculturist freely borrow takavi under the Land Im- 
provement Loans Act t If not, please state the reasons. Are there any 
defects in the system t If so, what remedies would you suggest t 

28. In your village , tehsil or district what is the average value of land 
per acre of different quality ? What ratio does the annual yield of land of 
average quality per acre bear to its market value under normal condi- 
tions f 

What are the factors affecting such value ? In your reply, please 
distinguish between — 

O) value of land in Government auction for non-payment of 
revenue ' 


*Not printed,. 



(h) value of land in the event of sale by court decree ; 

(c) value of land in purchase by private negotiation ; 
and also state the cause of the difference . 

. 29. Are there any legal impediments to mortgage of agricultural hold- 
ings in your province ? If so, are they having any adverse effect on the 
agriculturists * capacity to borrow capital for long periods t Do you suggest 
any modification of the existing Idw f 

30. Are there any special difficulties in the areas with which you are 
familiar in the way of raising money on debenture bonds through mortgage 
banks and cam you suggest any remedies f 

31. Are there any land mortgage banks in your province or any other 
banks for the provision of long term credit ? If so, state what you know of 
their method of work and of r a’ sing capital ? 

32. If no such institutions exist in the province, please suggest the 

lines on which such institutions could be established and worked to the 
advantage of landlords and tenants particularly with regard to the follow- 
ing : — , 

(a) Management , directorate , the rights and votes of shareholders , 

etc,, 

(b) The amount of capital and the value of each share. 

(c) In ca)se the share capital is not taken up by the public should 

the Government undertake the obligation of subscribing the 

balance f AA' 

(d) What should be the period of the loams advanced by stick a bank 

and what should be the margin between the amount of loan 

and the value of mortgage f 

(<$) In what manner should land mortgage banks obtain working 

capital, e.g., from 

(i) deposits, 

( ii ) funds from a central institution, 

(in) debenture bonds, 

or all of these t 

(f) Should debentures carry Government guarantee either for 

principal, or interest, or for both ? 

(g) If debentures are not taken up by the public , should the Gov- 

ernment take up the balance f 

(h) Should the debentures be included in the list of trustee secu- 

rities ? . ■ 

33. On what terms should agricultural mortgage banks raise money 

under each of the heads mentioned above, with or without Government 
guarantee, and on what terms should they lend out money so as to cover 
their expenses ? y } 

34. What method would you recommend for calculating the value of 
lama offered for mortgage ? 


35. If the Government undertakes any financial obligations, what 
measures would you suggest to secure it against unnecessary loss ? 

36. Do you suggest any measures for 

(a) improvement in the record of rights and title of ownership so 

as to simplify reference, and to avoid possibilities of disputes 
and counterclaims by parties other than those who are the 
clients of the bank, 

(b) simplification of the process of foreclosure and sale by the 

mortgage bank in the event of non-payment, 

(c) reduction of costs of reference to the record of rights and of 

registration of records and of the process at law so as to 
reduce the burden on the good constituents of the bank in 
respect of charges incurred on account of defaulters ? 

37. Gan you suggest any other measures for the adequate provision of 
long term credit against sound security f 

E. — Industries subsidiary to agriculture. 

38. Give some idea of the small subsidiary industries allied or supple- 
mental to agriculture existing in your village tehsil, district or province, 
such as rice milling, dairy farming, gur making, garden produce, cotton 
ginning, sugar refineries, hand spinning, etc. Are these industries suffering 
from lack of adequate capital f What measures would you suggest for 
financing them on an ddequate scale f 

39. Can you suggest methods by which any such industries could be 
encouraged and by which the producer might be enabled to get a better 
return for his labour and capital in these industries f 

40. To what extent will transport facilities provided by the State or by 
co-operative effort open a market for these subsidiary industries f 

Can you suggest any enterprises which may give employment to the 
farmer during seasons in which he cannot make full use of his time on his 
farm, and thus enable him to supplement his income and raise his standard 
of living ? 

What would be the best- method of securing working capital for such 
enterprises f 

What financial machinery do you suggest for this purpose ? 

F. — Rural co-operation. 

41 . Are the co-operative credit societies in your areas merely money- 
lending institutions or do they do any real banking business, e.g., receiving 
deposits, etc. t 

42. State what you know of the relations that exist between the co- 
operative banks and the other banks in the country, namely, the Imperial 
Bank of India, the joint stock banks and the indigenous banks. 

43. Please point out defects , if any , of the co-operative credit societies 
in the areas with which you are familiar. Please suggest any remedies for 
removing them. . 

44. Describe any existing difficulties in the matter of financing in the 
case of co-operatiye banks both in regard to short and long term capital 
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To what extent has the co-operative movement succeeeded in meeting 
the financial needs of. the agriculturist f 

45. Can you give an estimate of the amount of extra capital required 
for financing rural co-operative movement adequately in your village , tehsil, 
district or province ? 

46. Is there any competition in your district or province between the 
co-operative banks and branches of joint stock banks or of the Imperial 
Bank of India t If so, to what extent and in what direction ? 

47. Have you any views regarding the possibility and desirability of 
granting financial concessions in order to stimulate the growth of the co- 
operative movement (e.g,, by extension of special exemption from income- 
tax to genuine co-operative societies, inclusion of debentures issued by 
Provincial Co-operative Banks in the list of trustee securities, etc. ?) 

G. — Non-agricultural credit and indebtedness. 

48. Can you give any idea as to the rates of interest and the extent of 
indebtedness of certain classes of urban communities in the areas with which 
you are familiar f What banking facilities exist for them and what sug- 
gestions hdve yon to make in this connection f 

49. Are there any local industries not necessarily allied to agriculture 
existing in your village , city, tehsil, district or province t If so, have you 
any suggestions to make regarding financing them during the process of 
production or marketing ? Are their financial requirements adequately 
and satisfactorily met by the existing organisation f If not, have you any 
suggestions to make in this connection f 

50. To what extent has the co-operative movement succeeded in meeting 
the financial needs of the small trader, and the industrialist in your village, 
tehsil , district or province t How far in your opinion, is the movement 
capable of meeting the financial needs of these classes t 

51. In what directions should the co-operative movement be extended 
in order to meet the special needs of the urban a)reas in your province f 

52. Describe the part played by the different classes of banks, and 
bankers and importing and exporting firms in the financing of foreign 
trade of India during the following stages : — 

(a) Export trade — 

(i) from the village to the Mandi, 

(n) from the Mandi to the exporting port. 

(b) Import trade— 

(i) from the importing ports to the distributing centres in India, 

such as Amritsar, Delhi, Cawnpore , etc., 

( ii ) from the distributing centres to the consumer. 

What are the terms on which the financing of trade during the above 
stages is done t Are any difficulties experienced in this connection and 
have you any suggestions to make for removing those difficulties and for 
improving in any, way the financial facilities existing for this purpose f 


53. It has been suggested that the grower of produce in India does not 
get the full value for Ms produce on account of the speculative buying and 
selling activities of firms and companies who deal in the export trade and 
by the control of prices by these and other bodies . What are your views on 
this suggestion f Please supplement your views by any facts and figures 
within your knowledge . Have you any observations to make with a view 
to ensure a letter return to the growers of produce in India f 

II. — Transborder trade. 

(These questions are meant for witnesses in Baluchistan and N.-W. F. 
Province.) 

54. What is the existing system of trade with transborder countries in 
your district t 

What are the existing facilities available to small traders for carrying 
on this trade t 

What are the rates of interest and other changes paid by these 
traders f 

State any defects in the present system. 

Have you any siiggestions to make for improvement in the present 
system f 

Have you any suggestions to make for the better protection of the 
financing agencies f 

I. — Indigenous banker and moneylender. 

(Note. — This class includes individuals or private firms receiving 
deposits , dealing in hundis or lending money other than the Imperial, 
Bank of India , exchange and joint stock banks, co-operative banks and 
Post Office Savings Banks.) 

55. Please name the communities which practice indigenous banking 
and moneylending in the areas with ivhich you are familiar . 

56 State what you know of the functions of the indigenous banker or 
moneylender in your village, tehsil, district or province, enumerating all 
kinds of business he transacts ? Does he combine other business with 
banking f If so, to what extent f What percentaige of these indigenous 
bankers live exclusively or mainly on moneylending and banking f 

57. How and to what extent does an indigenous banker or moneylender, 
in your village , tehsil, district or province assist in financing agriculture, 
trade and industry ? Do any of them invest in industrial shares or keep 
bank deposits with industrial' concerns to am/y appreciable extent f 

58. State what you know of the organisation of the indigenous banking 
system in your district or province with regard to — 

(a) the amount of capital invested, 

(b) the volume of their business, 

(c) their expenses, 

(d) the relations between the village moneylender or banker, the 

town banker and the big shroff in cities and between these 
indigenous bankers and other banks in the country, viz., the 
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Imperial Bank of India, the joint stock banks and the co- 
operative banks, and 

(e) the. adequacy of the facilities afforded by the Imperial Bank to 
indigenous bankers. 

59 . State what you know of the various forms of hundis and other 

credit instruments used by the indigenous bankers and moneylenders, the 
extent of their use as compared to the use of rupees and notes, and the stage 
of production or marketing^ in which they are used. Give sample copies 
locality 0 * ^ -P r °missory notes, deposit receipts, etc., used in your 

60 . State what you know of the indigenous banker’s methods of grant- 
ing loans and allowing cash credits and the terms and nature of these 
loans and cash credits. 

,, 61 " ma t, ar ? th ® means b y the indigenous bankers provide 

themselves with funds to meet the demands on them for funds ? Distin- 

“ tJ y s .. res P ect between the village moneylender or banker, town, 

Tf th - hw shr ?- ff m eitles - Form an estimate, or indicate, the 
means of forming an estimate, as to the extent of their deposits. 

received W h tLm% the n?« S ° f int / rest aIIowe< ! on various of deposits 
itTlrJl t 4 \ Fo the f e rates var y m different seasons ? What are 

ra tolfZth c }^ed by one indigenous banker to another {saukari 

rates; with or without security ? v 

agrieStura^eommnnd^r ° t interest either in mone y or in kind which the 
agricultural community has to pay at present to the indigenous banker f 

bette?„;“ s “ d0 y0U S ' lse ' !t ttae rates ”” ld be bought down by 

banket ? ‘ here * prejndwe >" y»<“- locality against tie indigenous 

on sound sL^e'Tnot 'Si?,? / «”* clients eondueted 

for ren,<ving tie". ’ “ “"■» def «to «»•» suggestions 

charges losses ttoough" forecWe, an’ 1' ghf’in'aeTo? th^ ‘01*“?“* 
to the mdigenous bankers and moneylenders ’on ttei r capital 

are able totStSfa jStotromSSf moneylenders 

to refuse any, either on acTomt tfX ^on or whether they are obliged 

offered or owing to imuffieieney of their w“rki Jg ',“,‘7. 
indigenona hrtrth » 

sumeitiL ? r Bm ’ sm "* 


State any defects in the existing system and make suggestions for ini- 
.provement ! ' I 

. 68, Describe the part, played by negotiable instruments in the internal 
trade of the province. '/-./A - '• - /'A-.wA;^ l - ; 

Does money flow from one rural centre to another and from rural 
centres to urban centres during any season of the year t 

Are hills of exchange payable at more than one year after date or 
sight common, and what importance, if any, is attached to them by the com- 
mercial community from the point of view of stamp duty f ■ 

Have you any suggestions for the amendment of the Negotiable Instru- 
ments Act by which the public and the bankers handling hundis might be 
better protected or benefited f 

Are hundis emanating from your locality discounted in your local 
centre or are they sent to a provincial centre and discounted there, or are 
they held by middlemen, merchants or commission agents t 

Have you any suggestions to make for the more extensive use of 
bills generally (e.g., by reduction of duty on bills) ? 

69. Do you think there is a large amount of money in the districts in 
the hands of indigenous bankers which does not find employment through- 
out the year f 

Do you think that owing to this cause any large amount of money is 
flowing to the provincial capital either for long or for short periods ? 

Do you think any kind of improvement in the organisation of lending 
or borrowing can be made by which these funds instead of flowing to the 
provincial capital would find remunerative employment in the districts 
and thereby benefit the districts ? 

70. At what rates are hundis purchased and sold in the bazar during 
the different seasons f Does. the Imperial Bank of India’s hundi rate affect 
these rates f If so, to what extent f 

71. Are these bankers sufficiently protected in law ? 

Is there any legal or other facility which can be extended to them ? 

72. Would you suggest any means of making this class of bankers 
more serviceable to the community f Can they secure larger clientele if 
they are recognised by Government f What should be the terms and 
conditions of such recognition 9 

Do you recommend any other facilities to be given to this class for 
this purpose ! 

73. Could you suggest any means by which the indigenous banking 
system in India could be improved and consolidated ? 

74. What do you think would be the attitude of the indigenous 
banking community towards the introduction of any measures for regulat- 
ing their operations and for giving publicity to the same ? 

75. Could you suggest any means of creating or increasing trade hills 
which the Imperial Bank of India or a Reserve Bank could discount f 

76. How in your opinion should the indigenous banking system be 
linked with the central money market and provincial capitals ? 

77. Would you suggest the establishment of a branch of a joint stock 
bank, or a branch of a Central Reserve Bank, or a local bank with loea* 
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directorate in each district with which the indigenous banking system may 
be connected ? 

In what manner could such a bank inspire the confidence of the in- 
digenous bankers and be able to utilise the local knowledge and experience 
of the latter 

How is the competition of such a bank with the indigenous bankers to 
be avoided f ■ ■■ , ' / .. ' - 

78. What suggestions have you to make in regard to closer connection 
(a) between the village banker find the city shroffs and (b) between the 
Indian indigenous bankers and shroffs on the one hand and joint stock 
banks , including the Imperial Bank of India, on the other hand f 

J, — Investment habit anb attraction op capital, 

79. How many of the agriculturists living in your village have in your 
opinion got a, surplus income over their necessary expenditure f Estimate 

• ; the ■ total ■ ■ amount . -.available. / for . ■ saving in your village , tehsil , district or . 
province . . . . . , ■ \ 

80. Can you form an estimate of the actual capital savings of the agri- 
culturist in your village , tehsil , district or province f 

81. Can you give any useful information in regard to the habits of the 

people of India to invest in silver and gold f Attempt an estimate of the 
amount of gold and silver bought in your village, tehsil, district or province 
since 1913. ... . , . , ^ 

Is the tendency towards hoarding increasing or decreasing $ Can you 
give an estimate of the amount of hoarded wealth (eg., valuables kepi 
buried, ornaments, etc.), for your village, tehsil, district or province f On 
what basis do you arrive at the estimate f 

82. Can you indicate clearly the habits of various groups of people or 
communities in your district or province with reference to monies which 
come into their hands by sale of produce or through any other cause ? 
Where do they keep this money and for what purposes and in what manner 
do they use it f What has been the influence of co-operative societies and 
hanks, insurance companies and provident societies in this respect f 

83. Do the farmers lend to fellow agriculturists and on what terms ? 
How do they invest surplus money in a prosperous year ? Hive any in- 
formation you can regarding the amount, growth and distribution of capital 
among the indigenous population ? 

84. State what you know about the growth of cheque habit ? 

What has been the effect of the abolition of stamp duty on cheques ? 

What classes of population use cheques f Have you any suggestions 
to make for further promoting the cheque habit (e .g., payment to Govern- 
ment servants and bank employees above Rs. 100 by cheques) ? 

Havfe you any suggestions to make regarding the use of vernacular 
scripts in banking f 

85. Do you support the view that the banking and investment habit in 
India is of very slow growth ? If .so, to what causes do you attribute it f • 
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What are the means or institutions in existence for encouraging savings 
and investment habits f 

Are the public provided with full facilities for the investment of their 
savings ? 

Can the existing facilities be improved in any way or extended in the 
smaller interior places ? 

86. Are Postal Cash Certificates popular in your district or province 
and can any steps be taken to increase their popularity f 

Do present interest rates of Cash Certificates require revision and do 
existing terms of issue in any way need alteration t 

Do Post Office Savings Banks afford all possible facilities to the 
public ? 

What classes of population resort to such forms of investment ? 

Can anything be done to attract other classes ? 

87. Will sawings associations like those under the National Savings 
Movement m England help to popularise the Cash Certificates f Save you 
any knowledge of Investment Trusts t Do you advise the formation of 
such bodies in your province or district f 

88. Can you suggest ways in which persons unwilling to earn interest 
on deposits can be induced to render such interest available for the economic 
development of the country f 

89. Have you anything to say regarding the alleged competition of 
Government with banking institutions and bankers in regard to deposits 
by their attractive rates on Postal Cash Certificates and Treasury Bills ? 

90. State the existing facilities for purchase and sale of Government 

securities afforded by Government, the Imperial Bank of India and other 
banks. Are you in favour of granting any special facilities to the small 
agriculturists and the small investors of the country to take up some form 
of Government securities ? If so, state what special facilities you recom- 
mend ? , :*• 

91. State the existing facilities for purchase and sale of securities 
other than Government securities, afforded by the various financial agencies. 

92. Have you any suggestions to make regarding the various possible 
means of educating the people of the country to invest their savings in 
productive undertakings (e.g., propaganda by Government in regard to 
Government loans for capital expenditure, etc.) ? 

98. As far as you know, what has been the result of the opening of new 
branches in recent years by the Imperial Bank of India ? 

94. What are the existing banking resources in your district or pro- 
vince ? Do you consider them adequate f ■ 

95. Can you suggest places suitable for the opening of Post Office 
Savings BmJes, co-operative credit banks, mortgage banks, and branches 
of joint stock banks in the areas with which you are familiar f 
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APPENDIX IV. 

Special questionnaire of the Central Areas Banking Enquiry 
Committee for Postal Officials. 


Deposits. 

1. Please state the average amount of Savings Bank De- : 
posits in your branch for the year 1913, 1918 and each of the 
years since 1920, mentioning the months in which the Savings j 
Bank Deposits are at their highest and the lowest in each year; 

Please mention the maximum, average and minimum \ 
amount of the .Deposits during each of the years mentioned ; 
above. ■ ■ . 

2. What classes pf people keep the Savings Bank Deposits 

with you and what roughly is the proportion of the' Deposits of 
each of these classes to the total ? . j: 

3. Are the advantages of Savings Bank business sufficiently j 

known to the public in your area ? How do the facilities offer- 
ed » by your branch compare with those offered by branches of j 
the Imperial Bank or of the Indian Joint-Stock Banks, if any j 
exist in your locality ? What further facilities would you j 
suggest to make this class of business more popular ? ; 

4. How do persons other than depositors invest their occa- 

sional or permanent savings in your locality ? Do you think 
that if your branch opens current accounts bearing no interest ; 
or a nominal rate of interest withdrawable by cheque, it will j 
attract any substantial deposits from the various classes of : 
people in the area in which your branch is located ? ; 

5. Have you experienced any difficulty in meeting the de- | 

mand for withdrawals from the cash ordinarily kept in your j 
branch ? . I 

Remittances. 

6. Please give the total amount of money remitted by j 
money orders to and from your post office during each of the ! 
years mentioned above. 

7. Do you usually have a surplus of remittances to your j 
branch over remittances from your branch ? Please mention ■ 
the months of the year during which you usually have, $ i 


surplus. What is the total amount of money which you have 
been transmitting directly or indirectly to the headquarters in 
each of the years mentioned above ? 

Post Office Cash Certificates and Treasury Bills. 

8. What was the average amount of investment in cash 
certificates and treasury bills by the people of your locality 
during each of the years mentioned above ? What percentage 
of the people living in the locality in which your office is 
situated arc familiar with these forms of investment ? What 
methods would you suggest to make these facilities better 
known to them 'f Do the present rates of cash certificates 
require revision ? How do these rates compare with a safe 
return on investment in land or the net earnings from money- 
lending in the long period ? Are there any grounds for believing 
that the rates offered on postal cash certificates and Treasury 
bills are having a prejudicial effect on the deposits in branches 
of the Imperial Bank or of Joint-Stock Banks in your locality ? 

9. Are there any special development difficulties standing 
in. the way of your office— 

(a) serving as a place of safe deposit for gold, silver, 

jewellery, documents, etc. ; 

( b ) opening current accounts ; 

(o) selling Government Securities ; 

(d) undertaking encashment of notes into gold in small 

amounts at rates which do not involve loss to 

Government ; - ;.G G. - ; \ u . ' 

(e) lending- out surplus funds on the spot under suitable 

safeguards and limitations to — 

(1) licensed Mahajans, 

(2) agriculturists, . 
and (3) non-agriculturists. 

What safeguards, security, restrictions and control would 
you suggest in each case % 
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APPENDIX V. 

^Questionnaire for central co-operative banks. 

1 , — Relations of the Central Bank with affiliated Rural Credit 

Societies . 

1. (a) Does the Central Bank in granting loans to societies 
distinguish clearly between short term and long term loans? If 
?so, what number of years is taken as the dividing line? What 
proportions of the loans granted to rural credit societies in the 
last three years are recoverable by instalments terminating with 
Hie period regarded as “ short term ”? What is the longest period 
over which repayment is spread? 

{ b ) Whether any such distinction is observed or not, please 
'State the amount of outstanding loans to rural credit societies 
repayable ; — 

(i) In 1929. (it) In 1930. (in) In 1931. (iv) In the years 
1932-38. ( 17 ) After 1938. 

(c) If any revision of the kists for repayment of loans by 
societies to the Central Bank has been approved during the last 
three years, please state the result of the- revision in the following 
form : — 


Before revision . 

After revision 

2. Have any loans been granted during the last three years 
by the Central Bank to rural credit societies expressly for (i) re- 
payment of old debts, including redemption of mortgaged land, or 
fit) improvements of land? If so, what are the usual periods of 
repayment for each class? 

3. What proportion of loans due for repayment to the Central 
Bank by rural credit societies has actually been repaid in each of 
the last three years? 

II. — Relation of the Central Bank with Societies other than Rural 

Credit Societies . 

4. What other societies are affiliated to the Central Bank be- 
sides rural credit societies? Please state for each the number of 
members, its purpose, and its present financial position? 

5. Have any such societies been liquidated during the last 

dive years? V ' 

* The Committee is indebted to the Bihar and Orissa Banking Enquiry 
Committee for most of the questions included in this questionnaire. 

BANKCOM. I IT 


Amount due Amount due 

in the first in the second subseqvieat 


in the year 
of revision. 

Rs. 


year after 
revision. 

Rs. 


year after 
revision. 

Rs. 


years. 


Rs. 
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6. Is the Central Bank’s own financial position in any way 
embarrassed by its connection with, such societies? What pro- 
portion of the outstanding 1 liability of all classes of societies to 
the Central Bank is due from societies other than rural credit 
societies? 

III. — Finance . 

7. Please give details of the Central Bank’s working capital, 
as it stood on the 31st December 1928 in the following form:— 

(1) Paid-up share capital. 

(2) Deposits. 

(3) Other borrowings. 

(4) Reserve Bund. 

(5) Other Bunds. 

(6) ITndistributed profits. 

(7) Miscellaneous. 

8. Please give further details of deposits in the following 
form ; — 

A. By ' primary societies — ' . 

(i) at call, i.e., current accounts, savings bank account, 

reserve and other funds of primary societies. 

(ii) in fixed periods — 

1 year, 2 years, 3 years. More than 3 years. 

B. By individuals — 

(i) at call, i.e., current and savings bank accounts. 

(ii) in fixed periods — 

1 year, 2 years, 3 years. More than 3 years. 

Are facilities of depositing restricted to persons who are share* 
holders or who reside in the area of the Bank’s activity, etc. f 

9. Please give further details of “ other borrowings 

10. What are the liquid resources of the Central Bank for (i) 
normal requirements and (ii) sudden emergencies? What pro- 
portion do they bear to the total assets of the Bank? Have any 
emergencies occurred, and if so, how have they been met? 

11. What , are the rates of interest paid by the Central Bank 
on the various kinds of deposits and on “ other borrowings 99 ? 

12. Has the Central Bank more money on deposit than it can 
profitably employ? If so, what steps have recently been taken 
or are in contemplation to remedy the position, either by expand- 
ing business or by reducing the" rate 'of interest? Is there any 
ground for believing that reduction in the rate of interest will 
cause excessive withdrawal of deposits? 


13. At what rate of interest does the Bank lend to (i) rural 
■credit societies, (n) other classes of societies affiliated to it? 
•.Please state if there are any exceptional rates in special cases, 

14. At what rates of interest do primary rural credit societies 
■lend to their members? 

15, Bo the Central Bank and' the rural credit societies insist 
on collateral security for all or any classes of loans to members? 
What proportion of the total debt due to primary rural credit 

• societies is backed by such -security? Has the proportion shown a 
tendency to increase in recent years? 

16, Do the rural credit societies experience any difficulty in 

• enforcing their claims- against members ? In what circumstances 
does the mahajan come to have a prior- claim to the society on 
the assets of a member? 

_ IT. How is transmission of funds (i) between the Central Bank 
and the primary societies arranged? How is interest on deposits, 
dividend, etc., paid by the Central Bank? 

18. What dividends has the Central Bank declared on share 
capital during the last three years? 

19. Does the Central Bank engage in any other banking acti- 
vities than financing its affiliated societies, e.g. y discounting bills 
of exchange? If so, please give a detailed account of such acti- 
vities. 

IY. — General. 

20. Please state the year in which the Central Bank was 
founded and the total number of affiliated societies and of their 
members on the 31st December 1928. 

21. To what classes do the present directors belong, e.y., 
professional gentlemen of the town in which the Bank is situated 
or representatives of the rural societies? Have the latter any 
real influence on the general policy or the detailed working of 
the Bank? 

22. Please note any special features of the Central Bank. 
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APPENDIX VI. 

* Special questionnaire regarding legal procedure, etc. 

1. What amendments of the Negotiable Instruments Act do you. 
consider desirable in the interests of either the public or the 
bankers? Explain the effect of your proposal. 

2. What are the most usual reasons for failing to pay given 
by persons who are sued on a pro-note or on a mortgage-deed? 
What are generally the real reasons? 

3. How long does it take on an average to recover through the 
civil courts in your locality money due on a pro-note? How could 
this time be reduced? 

4. (1) How long does it take on an average in your locality to- 
obtain a preliminary decree in a mortgage-suit? How could this- 
period be reduced? 

(2) When six months have expired since a preliminary mort- 
gage decree has been given, how much longer is required on an. 
average to get a final decree? How can this time be reduced? 

(3) How long is the ordinary interval between the date of the 
final decree and the date of publication of a proclamation of 
sale? How can this interval be reduced? 

(4) How long a time elapses on an average between the pro- 
clamation of sale and the recovery of the money? How r can this 
time be reduced? 

(5) What reasons are there for and against reducing the period 
of six months granted by a preliminary mortgage decree? How 
much reduction do you recommend? 

5. What is the usual expense in recovering money due on a 
pro-note for (a) one hundred rupees, (b) one thousand rupees? 
Please show how the various parts of this expense are incurred. 

8. How could a reduction of the court-fees in suits on pro- 
notes or mortgages be justified? 

Title in land. 

7. What changes should be made in the system of Land Records 
or the Registration of Deeds or elsewhere to simplify or cheapen, 
the investigation of title in land? 

Usurious Loans Act . 

8. (1) Do many people know that this Act exists? 

(2) Do many debtors in your district ask for the application 
oflhe Usurious Loans Act when sued for their debts? 


* The Committee is _ indebted to the Burma Banking Enquiry Committee 
*or most of these questions. 
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(3) Do civil courts apply the Act without being asked by the 
debtor to do so ? 

(4) Are there many cases in which the Act should palpably 
be applied but is not? 

9. (1) Does a debtor who asks for the Act to he applied find 
greater difficulty in consequence in getting credit afterwards? 

(2) Does that happen if the court applies the Act without being 
asked by the debtor to do so ? 

(.3) Are there any other disadvantages for a debtor who (a) 
claims the benefit of the Act or (b) is given the benefit without 
asking for it? 

10. Do lenders commonly protect themelves against applica- 
tion of the Act by getting new bonds executed just before bring- 
ing* their suit, the principal of the new bond being made up of 
the principal and interest of the old bond and the borrower having 
no means of showing to the court that the new amount is made 
up in this way? Is legislation required to remedy this? Would 
a law requiring the lender to give the borrower a statement of the 
account every six months (or every year) be appropriate? 

11. How will any law limiting interest affect borrowers who 
have little or no security to offer? If the law recognises that 
interest must correspond to the lender’s risk, what is the limit 
to the rate that must be paid by a tenant cultivator with no 
property? If the law fixes an absolute limit, will not the bor- 
rowers seek out lenders prepared to break the law and pay the 
present rates increased further to cover the lender’s risk of punish- 
ment? 

12. How would any of the remedies you suggest or approve 
meet the case of the borrower requiring money so urgently that 
he is willing to sign a bond for a principal much in excess of 
what he actually borrows? The Act includes this excess in ‘ in- 
terest 5 but will the borrower be able to prove the excess? 

13. (1) What advantages and disadvantages either for indi- 
viduals or for the country in general, would arise if the Act were 
used' more frequently ? 

(2) How could more frequent use of the Act be brought about? 

(3) Do you recommend the adoption of those measures? 

(4) Is there a danger that measures designed to encourage the 
use of the Act might lead to (a) widespread attempts to repudiate 
just debts or (6) extravagance in incurring debt or (c) greater 
readiness on the part of people in general to break contracts? Do 
these dangers attend the measures you recommend? How should 
they be met? 

14. Is it true that borrowers anxious to get money will try 
to evade whatever la^v of this kind is made? Is it possible to 
prevent evasions effectually? 
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15. (1) Do you recommend any amendment of the Act? 'Give 
particulars. 

(2) Do you recommend the repeal of the Act with or without 
the substitution of different legislation? Give reasons. 

Insolvency of Agriculturists. 

16. What changes are required in the Provincial Insolvency 
Act with respect to agriculturists? 

17. (1) If cultivators who have no hope of paying their debts 
went through some sort of insolvency procedure what advantages 
and disadvantages would they find? 

(2) Is it desirable that a considerable number of agriculturists 
should go through such a procedure? What would be the effect 
upon the lenders and upon the conditions of agricultural credit ? 

Banking Law and Practice. 

18. (1) Should the term hanker be defined in the Negotiable 
Instruments Act? 

(2) Can this definition be given satisfactorily otherwise than by 
instituting a register of bankers? 

(3) If a register of bankers is instituted, 

(a) What should be the qualifications for admission to the 
register? 

■(h) Who should decide upon applications for admission? 

(c) Should unregistered persons be forbidden to do business 
under any title including the word hank or any of its derivatives? 

(d) Should the privileges given to bankers by the Negotiable 
Instruments Act, the Bankers’ Books Evidence Act or any other 
law be confined to registered bankers, while every person who 
carried on business under a title including the word hank (or 
any of its derivatives) or held himself out as a banker would be 
subject to all restrictions imposed upon bankers by law? (See 
item 5 of this question.) 

(c) Should any kind of banking business be forbidden to un- 
registered persons? 

(4) If you prefer another plan describe it and give a defini- 
tion of hank or hanker suitable for the Negotiable Instruments 
Act, having regard to the matter of item 5 of this question. Ex- 
plain also how your definition would apply to persons who com- 
bine banking business with some other business to which it may 
or may not be subsidiary. 

(5) The term, hanking is used in sections 4 and 259 of the 
Indian Companies Act without definition; hanker is used in 
Articles 1 and 53 (1) of Schedule 1 of the Indian Stamp Act with 
the definition in section 2 (1)— that hanker includes a bank and 
any person acting as a banker; in the Bankers’ Books Evidence Act 
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tie terms bank and banker mean “ any company carrying on the 
business of hankers ” (and also persons to whom the Act is extended 
by notification in the Gazette). Should a definition he inserted 
in the Indian Companies Act? Suggest a satisfactory definition 
for each Act. For each question consider the case in which bank- 
ing is combined with some other business, whether as a subsidiary 
business or not. 

19 . ( 1 ) Should the term “ customer of a bank ” be defined 
for the purposes of the [Negotiable Instruments Act? .What de- 
finition should be adopted, having regard to the interests of both 
the bankers and, the public? (See Paget’s Law of Banking, 3rd 
edition, pages 10 to 14 and Legal Decisions Affecting Bankers* 
Volume III, pages 89 and 220.) 

(2) Should the Act also state what the duties of a hanker are 
in respect of enquiries to he made and references to he required 
on admission of a new customer? (See Paget’s Law of Banking 
11 et seq and Journal of the Institute of Bankers, Volume XLIX, 
Part V, page 234). Should there he any distinction between regis- 
tered and unregistered hankers in this matter? [See item 3 (d) 
of question No. 18.] 

20. Before the Underwood decision, in cases where the hanker 
made no arrangements with his customer as to whether he would 
honour the customer’s cheque against uncleared effects, the credit on 
open cheques received by the hanker for collection made the hanker 
a holder for value. He was therefore (assuming there was no 
question of a forged endorsement) protected against the true owner. 
In 1924 the Underwood case put upon the banker the burden of 
proving (i) that cash was carried and (ii) that the customer might 
draw at once ; thus in most cases the banker would not be deemed 
to be a holder for value and would consequently he protected 
against the true owner if it should he found that his customer had 
not a good title. (See Legal Decisions Affecting Bankers, page 327 
et seq j. Should legislation be undertaken on account of this deci- 
sion so as to relieve the hanker of the burden it imposes upon him? 
Would it he suitable for this purpose to declare that, hv crediting 
as cash a bill or an uncrossed cheque which was not overdue and 
upon which there was no forged endorsement* a banker shall 
become a holder for value? 

20A. Is it desirable to have the term Cf negligence ” in section 
131 of the Negotiable Instruments Act defined? Would it be satis- 
factory to define it as an omission to do r anything which a reason- 
able business-man would do, taking surrounding circumstances into 
consideration? What changes in this definition would you make? 
(See the case of Morrison vs. Westminster Bank in Legal Deci- 
sions Affecting Bankers, Volume III, page 91.) 

21. In England it has been decided in the Macmillan case 
(Legal Decisions Affecting Bankers, Volume III, page 163) that, 
it is the duty of a customer to draw his cheques in such a way 
as not to facilitate fraud. Should this ruling be embodied in the 
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Negotiable Instruments Act? Please suggest bow this should be 
done. 

22. Are you in favour of legislation to make the taking out of 
his pass-book by a customer and its return to the bank by him 
without comment constitute a settled account? (that is to say the 
customer should be assumed to have accepted the account as correct 
at the date the account was made up.) How would you provide 
for customers who only send in or take out their pass-books at 
long intervals? Are tfiere other cases of difficulty ? 

28. (1) Comment upon the proposal that drafts, hundis and 
cheques originally made payable to bearer should be declared by 
law to be negotiable by delivery in all circumstances irrespective 
of any endorsements that may be made upon them. Do you 
approve? * 

(2) If such legislation is passed will there be need for pro- 
tection in the case of hundis analogous to that provided by cross- 
ing in the case of bearer cheques? 

24. Is it desirable to create by law a special type of negotiable 
instrument which being originally drawn payable to bearer should 
always remain payable to bearer? 

25. What other amendments to the Negotiable Instruments 
Act with respect to cheques, or to hundis or to any other nego- 
tiable instruments do you recommend? 

26. What amendments to the Bankers’ Books Evidence Act 
do you recommend, apart from that considered in question No. IS 
above? 
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APPENDIX YU. 

Abstract of cases picked up at random from the files of decided cases 
in the Law Courts of Delhi, Apner-Mencara and the North- 
West Frontier Provinces . 


DELHI PRGYINCE. 


I. — Case No. S3. — Pohkar versus Jawahir. 

A. FACTS* — 1. The plaintiff is a Tat by caste and resident of I)eoii 

and the defendant is an Ahir by caste, resident of 
Khan pur. Both villages are in Delhi Province. 

2. The plaint was presented on the 7th February 1929. 

(a) The defendant borrowed a sum of Rs. 76 on in- 
terest at Re. 1-8 per cent, per mensem on the 
12th February 1926. 

(b) Nothing was paid to the plaintiff before the 
institution of the case. 

(c) A claim for recovery of Rs. 100, i.e., principal 

Rs. 76 and interest Rs. 24, was brought in 
after calculating interest at the rate of 18 per 
cent., Rs. .16 being relinquished. 

3. A decree for the full amount claimed was awarded 
on the 18th May 1929, i.e., Rs. 100 with costs 
Rs. 14-8. 

4. No execution application was made. 

B. CONCLUSION. — (I) Assuming that the. decreerholder actually 

realized the decreed amount out of Court 
the plaintiff received Rs. 24 as interest on 
Rs. 76 for 3 years and 3 months. The rate 
of interest works out to 9-7 per cent.* 
while the: stipulated rate of interest was 13 
per cent, per annum. 

(II) Assuming that the plaintiff failed to realise 
the decretal amount, he lost his principal* 
the interest thereon and the costs, 

II. — Case' No. 172. — Rati Rain . versus Nandi. 

A. FACTS. — L Plaint was presented on the 2nd April 1929. 

(a) The defendant purchased cloth worth Rs. 10 on 
credit on the 14th April 1926 and promised to 
pay interest at the rate of 2 per cent, per me a- 
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sem. After that lie borrowed a mm of Rs. 19 
on the 31st July 1927 at the same rate of In- 
terest, i.e., 2 per cent, per mensem, 

( b ) A claim for the recovery of Bs. 48-3-6 was 
brought after calculating interest at 2 per cent, 
per mensem, i.e., Bs. 29 principal and Bs. 19 
interest and As. 3-6 postage on notice. 

2. A decree for Bs. 38 including the costs amounting 
to Bs. 3-8 was award eel to the plaintiff on the 22nd 
April 1929. The defendant promised to pay this in 
monthly instalments of Bs. 5 each. The Court not 
only disallowed interest at the stipulated rate but 
allowed easy instalments spread over a long period 
without any interest whatever. 

3. No execution application urns made. 

B. CONCLUSION.-— Assuming that the amount decreed was paid fully, 
the plaintiff received Rs. o-8 a.s interest for the 
whole period. The rate of interest works out to* 
about 7*8 per cent, while the stipulated rate of 
interest was 24 per cent. 

HI. — Case No. 818. — Baldeo Jat versus Gliisa J at. 

A. FACTS. — 1. Both of residents of Bankner, Delhi. 

2. Plaint was presented on the 3rd November 1928. 

(a) The plaintiff deposited a sum of Rs. 113-7-6 on 
the 8th of Sawan Sambat 1979, and the defend- 
ant promised to pay interest at the rate of | 
per cent, per month. On the 3rd June 1926 
the plaintiff withdrew a portion of his deposit 
leaving Rs. 90 with the defendant at the same 
rate of interest. 

( b ) A claim for recovery of Rs. 100, i.e., Rs. 90 
principal and Rs. 10 interest was brought, after 
calculating interest at the rate of per cent, 
per month and relinquishing Rs. 3-8. 

3. (a) A decree for the full amount claimed Bs. 100 

was awarded against the defendant with costs 

Rs. 53-2. 

(5) Full interest up to the date of institution of the 
case was awarded, but interest was not allowed 
by the Court during the pendency of the suit. 

•(c) No interest was awarded after the date of the 
decree. 
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4. Application for execution of the decree was made on 
the 25th June 1929 and the whole amount of Rs. 100 
plus Rs. 53-2 for costs was recovered from, the de- 
fendant. 

B* CONCLUSION. — The plaintiff received Rs, 10 as interest on Rs. 90 
for the whole period. The interest; for the period 
the money was deposited comes to about Rs. 3-2-3 
per cent, per annum while the stipulated rate of 
interest was 6' per cent. 

IV. — Case No. 18. — Kanshi Ram versus Jot Pershad. 

1* FACTS.— 1. The plaintiff is a Brahmin Tby caste and the defen- 
dant a Jain. Both are residents of Mehrauli in 
Delhi Province. 

2. Plaint was presented on the 25th February 1927. ' 

(a) The defendant executed a bond on the 7th Janu- 
ary 1926 for Rs. 60 and agreed to pay the whole 
slim in instalments of Rs. 5 each and in default 
promised to pay interest at the rate of 2 per 
cent, per mensem. 

(h) The defendant paid Rs. 30 before the institution 
of the case. 

(c) A' claim, for the recovery of Rs, 51-8 was brought 
in after calculating interest on the principal 
at the rate of 2 per cent, per mensem. 

3. A. decree for Rs. 39-10 was awarded with costs Rs. 4. 
Instalments at long intervals were allowed without 
any interest so long as the instalments were paid in 
time. 

4. The first execution application was made on the 6th 
-June 1929. 

B* CONCLUSION.— The plaintiff was awarded Rs. 9-10 as. Interest on 
Rs. 30 for 3 years, and 5 months. The rate, of 
interest awarded fey the Court comes to 9-3 per 
cent, per annum while the stipulated rate of 
interest was 2i per cent, per annum . 

V. — -Case No. 3500.— Ghisa Mai versus Molvi Mohammad Ismail. 

A, FACTS. — 1. Both residents of Pahargan j , Delhi. 

2. Plaint .was presented on the 26th November 1926. 

(a) The plaintiff borrowed the following " amounts 

from, the defendant : — 

Rs. 50 on the 22nd June 1923, Rs. 50 on the 
23rd July 1923 and Rs. 50 on the 7th 
September 1923. 


The rate of interest agreed upon wa? 2 per 
cent, per mensem. 

(b) A claim for the recovery of principal and in- 
terest was brought in, i.e., for Rs. 150 principal 
and Rs. 119-8 as interest. 

8. (a) A decree for the recovery of Rs. 289-8 on the 
25th November 1926 was awarded with costs 
amounting* to Rs. 35-4. 

(h) Full interest was awarded up to the date of insti- 
tution of the suit but not after the decree. 

4. (a) The first execution application was made for the 
recovery of Rs. 269-8 on the 27th May 1927, 
but nothing was recovered. 

(h) The second application was made and properties 
were attached on 7th March 1928 and the whole 
sum was recovered. 

B. CONCLUSION*— -The rate of interest actually realised comes to 
16T per cent, per annum while the stipulated rate 
of interest was 24 per cent. 

VI. — Case No. 2879. — Pundit Ram Kishen versus (1) Abdur Rashid, 
(2) Kalian, and (3) Murli. 

A. FACTS* — 1. The plaint was presented on the 14th November 1923. 

(a) The defendants had jointly executed a bond on 
the 6th J une 1921 for Rs. 100 with a promise 
that interest would be paid monthly and the 
principal after 6 months. 

(b) The rate of interest agreed upon was 1 anna per 
rupee per month. 

(c) Plaintiff received a sum of Rs. 30 only from the 

defendants prior to the institution of the case. 

(d) A claim for the recovery of Rs. 250 in all was 
brought in after calculating interest. 

2. (a) A decree for the full amount claimed Rs. 250, 
i.c., Rs. 100 principal and Rs. 150 interest due 
to the plaintiff, was awarded against all the 
defendants including an ex-part e decree against 
No. (2) on the 16th November 1923, with costs 
amounting to Rs. 43-10. 

(b) Full interest up to the date of institution of the 
suit was awarded. 

(c) No interest was awarded from the date of decree. 
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3. (a) Application for execution was made on the 19th 
January 1924. The properties of the defen- 
dants were attached. 

(h) On the 5th January 1927 the second application 
was put in for the recovery of Rs. 250 pirn 
Rs. 48-10. Out of this only Rs. 180 was re- 
covered from the sale proceeds of the properties 
attached. The remaining sum of Rs. 120 plus 
Rs. 43-10 plus Rs. 5 (expenses incurred in con- 
nection with the execution application) could 
not he recovered from the defendants. 

The file does not show any recovery of the remain- 
ing amount. 

B. CONCLUSION.— The plaintiff received only Rs. 11-8 as Interest 
on Rs. 180 for 5 years and 7 months which works 
out to 2 per cent, per annum while the stipulated 
rate, of Interest was 75 per cent. 

VII. — Case No. 3152; — Ram Lai versus Gordhan and others. 

A. FACTS* — 1. Both residents of Shah Mobarka, Delhi. 

2. (a) The defendant borrowed on the 30th August 1921 

Rs. 150 and promised to re-pay in 6 equal instal- 
ments of Rs. 25 each. In case of default 
interest was to be charged at 37*5 per cent, per 
annum. 

(b) claim for the recovery of Rs. 250 (Rs. 150 as 
principal and Rs. 100 as interest) was put in 
after calculating interest. 

3. A decree for the full amount claimed was awarded 

on the 15th December 1923, i.e., Rs, 250 with 
costs Rs. 29-6. 

4. (a) First execution application was made on the 

24th November 1924 for the recovery of the full 
amount with costs, out of this only Rs. 7-12 
was recovered and property was attached. 
After some time Rs. 20, Rs. SO and Rs. 25 were 
recovered and both came to an understanding 
that the remaining sum would be paid in instal- 
ments of Rs. 15 each. 

(h) The second application for execution was made 
on the 5th November 1929 for the recovery of 
Rs. 170. (This include interest awarded on the 
decreed amount.) The defendant admitted the 
claim and promised to pay it in monthly instal- 
ments of Rs. 5 each, and so long* as the instal- 
ments were paid in time no interest was to be 
charged. 
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B. CONCLUSION.— Assuming that the plaintiff recovered the amount 
in full In accordance with the terms of the settle- 
ment, he realised interest at the rate of 8*1 per 
cent, while the stipulated rate: of interest was 
37*5 per cent, per annum. 

VIII. — Case Wo. 3140.— Kalloo Mai versus (1) Mohan and (2) Tara.. 

A. FACTS. — 1. Both residents of Ganj Amir Khan. 

2. Plaint was presented on the 7th December 1923. 

(a) The defendants had executed a bond on the 19th 
June 1920, for Rs. 125 and agreed to pay it 
back in monthly instalments of Rs. 10. 

(h) The rate of interest agreed upon was 37*5 per 
cent, per annum. 

(c) Plaintiff received a sum of Rs. 35 only prior to 
the institution of the suit. 

(d) A claim for recovery of Rs. 90 principal and 
Rs. 60 as interest,, i.e., Rs. \50 was brought in, 
after calculating interest at the rate of 3|- per 
cent, per mensem and relinquishing Rs. 84-8. 

3. (a) A decree for the full amount claimed, 

Rs. 150 was awarded against the defendants on 
the 15th December 1923 with costs amounting 
to Rs. 24-2. 

(b) Full interest up to the date of the institution of 
the suit was awarded but instalments were 
allowed without any interest so long as instal- 
ments were paid in full. 

(c) Wo interest -was awarded from the date of the 
decree. 

4. Application for execution was made on the 13th 

December 1926 and the judgment-debtor agreed to 

pay the whole amount in monthly instalments of 

Its. 8 each. 

B. CONCLUSION. — -The actually realised interest works out to 6*9 
per cent, per annum- while the stipulated rate, of: 
interest was 37*5 per cent. 

IX. — Case Wo. 3789. — Mangi Lai versus Mahrab. 

A. FACTS. — 1. Both residents of Paharganj. 

2. The plaint was presented on the 6th December 1926. 

(a) The defendant took on the 16th December 1923 
Rs. 100 on a bond and agreed to pay interest at 
the rate of 37*5 per cent, per annum. 



(h) A claim for the recovery of Rs. 215-10 was 
brought in and a decree for the full amount 
was awarded with a proviso to the effect that the 
whole sum would be paid in monthly instal- 
ments of Rs. 10 each. 

3. The first execution application was made on the 
27th April 1927. The properties were attached. 

The second application was made on the 4th May 
1927. 

8b CONCLU SION. — Assuming that, the whole amount was recovered 
through attachment every time, and that the 
Instalments are appropriated first to interest and 
then to principal, the rate of interest works out 
to 26*5 per cent, while the stipulated rate of 
interest was 37-3 par cent. 

X. — Case No. 716. — Ram Chand versus G-hulam Ahmad. 

ft. FACTS— 1. Both residents of Paharganj, Delhi. 

2. The plaint was presented on the 7th February 1927. 

(a) The defendant took Rs. 200 from the plaintiff 
on the 15th December 1924. 

(h) The rate of interest agreed upon was 6J per 
cent, per mensem. 

(c) A claim for the recovery of Rs. 500 was brought 
in. 

(d) Rs. 25 were recovered before the institution of 
the case. 

3. A decree for the recovery of Rs. 500, t.e., Rs. 200 
principal and Rs. 300 interest, was awaided on the 
3rd March 1927, with costs amounting to Rs. 66-5. 

Full interest up to the institution of the case was 
awarded. 

No interest was awarded after the decree. 

4. An execution application was made on the 16th May 
1927 for the recovery of Rs. 500, with no result. 

8. CONCLUSION.— Even presuming that the whole amount was re- 
covered in lull, the plaintiff received Rs. 325’ as 
interest on Rs. 200 for 2 yea® and 8 months* 
The rate of interest works out at 8T per cent, 
while the stipulated rate of interest is 75 per 
cent. 



416 

XI. — -Case No. 2878. — Pundit Earn Kishen versus (1) Rahmat Klian^ 

(2) Dindar Elian, and (3) Murli., 

■A. FACTS — 4. The plaint was presented on tlie 14th. November 
1923. 

.(«) The defendants had jointly executed a bond on 
the 2nd October 1920 for Rs. 48 and agreed to 
repay it in monthly instalments of Rs. 6 each 
and in case of default to pay interest at 37*5 
per cent. 

(5) Plaintiff received Rs. 8 from the defendants prior 
to the institution of the suit. 

(o) A claim for the recovery of Rs. 40 principal. 
plus Rs. 35 interest, i.e., Rs. 75 was brought 
in after calculating interest at the rate of 37*5 
per cent, and relinquishing the balance. 

2. (a) A decree for the full amount claimed, i.e., 

Rs. 75 was awarded against all the defendants* 
including an e,v parte decree against defendants’ 
Nos. 1 and 3 on the 1st December 1913, with 
costs amounting to Rs. 12-5. 

(b) Pull interest up to the date of the institution of 
the case was awarded. 

(c) No interest was awarded after tht elate of the 

decree. 

3. (a) An execution application was made on the 9th 

December 1925 but a sum of Rs. 15 only was 
recovered. Re. 1-8 was spent in connection. 
with execution application. 

(b) On the 23rd April 1926 the second application 
for execution was put in for the recovery of the 
remaining sum Rs. 73-13 which was recovered 
in full. 

B. CONCLUSION. — The plaintiff received Rs. 35 .as interest for 5 yearn 
and 6f months on Rs, 40, The interest works 
out to 15*8 per cent, per annum up to the date of 
full payment while the stipulated rate, of interest 
was 37*5 per cent, per annum. 

XII. — Case No. 4438. — Grhi s a Mai v ersus (1) Abdul Qadir and (2) 
Musammat Aliman. 

A. FACTS, — 1. Both residents of Paharganj, Delhi. 

2. The plaint was presented on the 8th December 1926. 

(a) The defendants had executed a bond on the 28th 
September 1923 for Rs. 48 and agreed to repay* 



it in monthly instalments of Rs. 4 each, and in 
default to pay interest at the rate of 37*5 per 
cent. 

(b) Interest agreed upon was 6 pies per rupee per 

month, i.e 37*5 per cent. 

(c) Plaintiff received a sum of Rs. 20 only from 

the defendants prior to the institution of the 
case on the 28th January 1924. 

(d) A claim for recovery of Rs. 50, i.e., Rs. 28 
principal and Rs. 22 interest, was brought in 
after calculating interest at the rate of 37*5 per 
cent, and relinquishing the balance. 

3. (a) A decree for the full amount claimed, i.e Rs. 50 : 

was awarded against all the defendants on the 
10th May 1927 with costs Rs. 4-4. 

(b) Full interest up to the date of institution of the 
case was awarded. 

(c) No interest was awarded after the date of the 

decree. 

4. (a) The first application for execution was made on 

the 12th November 1927. Only Rs. 5 were 
recovered then, but later on Rs. 30 are said to 
have been realised. 

(b) The second execution application was put in for 
the recovery of the remaining sum on the 23rd 
July 1928. 

Note. — I t does not appear from the Court file that the remaining sum was 
realised from the defendants 

B. CONCLUSION. — Assuming full recovery after the second execution 
application, the plaintiff received Rs. 22 as in- 
terest on Rs. 28- for 4 years and if months and 
on Rs. 15 for 8 months and 11 days. The rate: of' 
interest realised comes to 17-4 per cent, while 
the stipulated rate of interest was 37*5 per cent. 


PROVINCE OF AJMER-MERWARA. 


I. — Case No. 28 of 1928. — Moolchand versus Laehman, son of Gadu 

Dhanna. 

A. FACTS — 1. Loan advanced on the 1st of November 1922 was 
Rs, 7-8. The stipulated rate of interest was 37*5 
per cent, per annum. 

2. Total amount including interest said to be due up 
to 30th May 1927 was Its. 15. The amount said to 
have been recovered before filing the suit was nil.. 
h-rh" The amount claimed was Rs. 15. 
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8. («) The suit ended in a compromise decree for 
Rs. 7-8 plus costs amounting to Rs, 10, i.e. 9 
total Rs. 17-8. The decreed amount was to be 
paid first by Dhanna in lump sum at a time; if 
lie failed to pay, the money was to be recovered 
from Lachman. 

(b) No interest was awarded after the date of the 

decree. * 

4. No execution application has been made so far. 

B* CONCLUSION. — (I) Assuming that the decreed amount was not 

realised, the creditor lost cent, per cent, of 
his principal together with Interest thereon 
and the costs of the suit. 

(II) Even if the decreed amount was fully reco- 
vered, the interest realised is nil. 

IL— Case No. 48 of 1928. — Ladhuram and others versus Binder 
Khan, Annu Khan and others. 

1. FACTS. — 1. Loan advanced on the 30th May 1923, Rs. 54. 

Interest at 37*5 per cent, per annum was agreed to 
in the bond. 

2. The total amount said to be due up to 23rd Novem- 
ber 1927 was Rs. 114-11. The amount said to 
have been recovered before filing the suit was 
Rs. 6-11. The amount claimed was Rs. 108. 

8. (a) The suit was contested but a decree was awarded 
on the 27th March 1928 for Rs. 108 with costs 
amounting* to Rs. 18-8. 

(6) The terms of the decree were that the judgment- 
debtor should pay this amount in three annual 
instalments, and that if he failed to pay even 
one instalment on due date he shall have to pay 
the full amount at once. 

(c) Interest after the decree was to be paid at the 
rate of 4| per cent, per annum only 'if the judg- 
ment-debtor failed to pay the instalments on 
due date. 

5, No execution application has yet been made. 

B. CONCLUSION.*— (I) If the creditor has failed to recover the decre- 
tal amount, the creditor lost his principal 
together with interest thereon and the costs 
of the suit. 

(II) Assuming that the total decretal amount was 
realised in accordance with the terms of the 
decree, the rate of interest realised is 18*7 
per cent, per annum, though the stipulated 
rate was 87 per cent, per annum. 
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III. — Rishi Karan versus Grokal. 

A. FACTS. — 1. The loan, advanced on the 24th December 1924 was 

Rs. 15. The rate of interest agreed to in the Kliata 
was 15 per cent, per aniniw. Interest from, the 24th 
December 1924 to 19th December 1927 was Rs. 6-11. 

2. Total amount said to be- due was Es. 21-11. The 
amount said to have been Recovered before filing the 
suit was lie. 1-11. The amount claimed was Rs. 20. 

3. The suit was contested but a decree was awarded on 
the 6th February 1928 for Rs. 20, with costs 

# amounting to Rs. 5. 

4. An execution application was made on the 17th Sep- 
tember 1928* but no recovery was made , 

B. CONCLUSION*— (I) If the plaintiff has failed to recover mj 

amount after the last execution application, 
he has lost cent, per cent, of his principal as 
well as Interest. 

(II) Even assuming that the total decretal 
amount was realised In, full immediately after 
the last execution application, the sate of 
interest realised is 12*1 per cent, per annum 
against the stipulated rate of 15 per cent., 
per annum. 

IV. — Case No. 51 of 1928. — Milapcliand, Madanlal versus Pert ah. 

A. FACTS. — 1. The loan advanced on the 29th January 1922 was 

Rs. 99. The rate of interest agreed to in the bond 
was 15 per cent, per annum. Interest from the 29th 
January 1922 to the 12th December 1927 was Rs. 87. 

2. Total amount said to be due was Rs. 186. The 
amount stated to have been recovered before filing 
the suit was nil. Total amount claimed was Rs. 186.: 

3. The suit was contested but the decree was granted on 
the 18th March 1928 for Rs. 186 with costs amount- 
ing to Rs. 40-6, total amount decreed being Rs. 226- 
6. No interest was awarded by the Court from the 
date of decree. 

4. Due to execution application No. 1552, dated the 
17th March 1928, the amount recovered on the 80th 
October 1928 was Rs*. 15 only. 

B. CONCLUSION.— (I) If the plaintiff has failed to recover any 

amount after the date ' of last recovery of- 
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Rs. 15 only, he has lost 84 per cent, of his 
principal as well as the interest thereon and 
the costs Incurred on the suit. 

(II) Even assuming that the total decretal amount 
was realised in full one year after the date 
of the last recovery, the rate of interest 
realised Is 112 per cent, per annum while the 

stipulated rate is 15 per cent, per annum. 

■ 

V. — Case No. 225 of 1928. — Beliari Lai versus Moti. 

A* FACTS. — 1. The loan advanced on the 2nd January 1925 was 
Rs. 202-1. The stipulated rate of interest was 15 
per cent, per annum. Interest from 2nd January 
1925 to 3rd January 1928 was Rs, 72-12. 

2. The total amount said to he due was Rs. 274-13. 
The amount said to be recovered before filing the 
suit was Rs. 44. The amount waived was As. 13. 
The amount claimed was Rs. 230. 

3. The suit ended in a compromise decree on the 30th 
January 1928 for Rs. 230 with costs amounting to 
Rs. 29-2, payable in half-yearly instalments of 
Rs. 35, with a proviso that failure to pay three con- 
secutive instalments on due dates made the debtor 
liable to pay the full amount at a time in lump 
sum with costs. The rate of interest allowed by the 
court from the date of failure was 6 per cent, per 
annum. No interest was payable from the date of 
decree, if instalments were paid regularly. 

4. No execution application has so far been made. 

B. CONCLUSION.— (I) Assuming that the plaintiff has failed to 

recover any portion of the amount after the 
decree was passed, the creditor has lost 75 
per cent, of his principal, the interest, granted 
by the court and the cost incurred on the 
suit, 

(II) Even assuming that the defendant has been 
paying all the instalments regularly and that 
the plaintiff was able to recover the amount 
in full, the rate of interest realised on the 
principal and costs Is less than 7 per cent, 
per annum, while the stipulated rate Is 15 
per cent. 

VI. — Case No. 25 of 1928. — Gulabehand versus Nanga. 

A. FACTS — 1, The loan advanced on the 31st August 1926 was 
Rs. 18-12. The stipulated rate of interest was 21 



.per cent, per annum. Interest from the 31st August 
1926 to the 17th December 1927 was Its. 5-1-6. 

2. Total amount said to be due was Its. 23-13-6. The 
amount stated to have been recovered before filing 
the suit was Its. 3-13-6. The amount claimed was 
Its. 20. 

3. A decree was given on 18th January 1928 for Its. 20 
with costs amounting to Its. 4-7 to be paid in half- 
yearly instalments; failing to pay even one instal- 
ment on the due date made the debtor liable to pay 
the whole amount in lump sum. 

4. No further interest was granted by the court. 

5. As a result of execution application No. 3030 of 
1928, dated the 29th. May 1928. Rs. 25 were re- 
covered on the 14th August 1928. 

B, CONCLUSION.' — The creditor was able to realise 13 8 per cent, per 
annum on account of interest while the stipulated 
fate of Interest was 21 per cent, per annum. 

VII. — Case No. 18 of 1928. — Ghisalal versus Chanda. 

A. FACTS. — 1. The loan advanced on 16th October 1926 was Rs. 11. 

The stipulated rate of interest was As. 12 per rupee 
(faslana), i.e., 25 per cent, per annum. Interest 
from 16th May 1927 to 8th December 1927 was esti- 
mated at Rs. 4-2. 

2. Total amount said to be due was Rs. 15-2. The 
amount recovered before filing the suit was As. 2. 
The amount claimed was Rs. 15. 

3. The suit ended in a compromise decree on the 19th 
January 1928 for Rs. 10-3-6 with proportionate costs. 

4. No execution application has so far been made. 

B. CONCLUSION.— (I) If the creditor has failed to realise the decre- 

tal amount, he has lost cent, per cent, of his 
principal, the interest and the costs Incurred 
m the case. 

(II) Even assuming that the creditor was able to 
realise the decretal amount in full, the 
: . creditor has lost 7 per cent, of Ms capital, 
together with the Interest dm on Ms prin- 
cipal.. 

VIII. — Case No. 22 of 1928. — Deokaran versus Sheola. 

ft; FACTS 1. The loan advanced on the 10th October 1925 was 

Rs. 8. The stipulated rate of interest was 18*75 per 
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cent, per amnim. Interest from 10th October 1925 
to 17th December 1927 was estimated at Rs. 8-4-3. 
Notice fee was As/2-6. 

2. The total amount stated to be due was Rs. 11-6-9. 
The amount recovered before filing the suit was 
Re. 1-6-9. The amount claimed was Rs. 10. 

3. The suit ended in a compromise decree on. 16th 
. January 1928 for Rs. 7 with costs amounting to 

Re. 1. The terms of the decree were that the judg- 
ment-debtor should pay the amount in two monthly 
instalments of Rs. 4 each, but in case of failure to 
pay even one instalment on due date, the debtor 
shall have to pay the full amount in a lump sum. 

4. No interest on the decreed amount was allowed in 
case the instalments were paid in time, but in case 
of failure to do so, further interest at 18*75 per cent, 
per annum was payable from the date of failure. 

5. Due to execution application No. 4511, dated the 
27th September 1928, Rs. 11 were recovered on 10th 
January 1929. 

B. CONCLUSION.— The interest realised by the plaintiff is 9 3 per 
cent, per annum against the stipulated rate of" 
18*75 per cent, per annum. 

IX.— Case No. 216 of J928. — Gordhan versus Ghisa. 

JL FACTS. — 1. The loan advanced on the 12th May 1927 was 
Rs. 100. The rate of interest agreed to in the bond 
is 15 per cent, per annum. Interest from 12th May 
1927 to 16th January 1928 amounted to Rs. 10-2. 

2. The total amount said to be clue was estimated at 
Rs. 110-2. The amount stated to have been recover- 
ed before filing the suit was As. 2. The amount 
claimed was Rs. 110. 

3. The suit ended in a compromise decree on the 10th 
February 1928 for Rs. 110 with costs amounting to 
Rs, 17-14 payable in half-yearly instalments of 
Rs. 35 each, but in case of failure to pay two conse- 
cutive instalments on the due dates, the debtor 
should pay the full amount at a time in lump sum 
with costs. Interest was allowed at 4f per cent, per 
annum from the 10th of February 1928. 

4. As the result of execution application No. 427, dated 
12th .February '1929, Rs. 24 were recovered on 25th 
February 1929. 

B. CONCLUSION. — (I) If no amount was recovered by the plaintiff 

■after the; date of the last recovery, the credit* 
or last 75 per cent, of his capital, together 
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with tiie interest and costs incurred on the 
suit. • ' ' 

(II) Even assuming, that the plaintiff was able to 
realise the decretal amount in full imme- 
diately after the date, of the last recovery t 
the rate of interest realised Is 7*9 per cent 
per annum while the stipulated rate of in- 
terest is IS per cent, per annum. 

X. — Kanhiya Lai versus Kajamar, Defendant. 

A. FACTS. — 1. The plaint was presented on the 28th October 1918. 

Defendant on 25th December 1915 struck a balance 
of Its. 49-8 in the account book of the plaintiff which 
carried interest at the rate of 1 per cent, per mensem. 
Thereafter he took Its. 2 on the 27th. January 1918 
and Its. 2-8 on the 1 7th March 1916, and these sums 
were debited to his account. 

2. A suit was brought for recovery of Its. 54 principal 
plus Its. 18-14-6 interest; total Us. 72-14-6. No- 
thing- was repaid during the interval. 

8. An ex parte decree was granted for Es. 72-14-6 plus 
Its. 10-10 on account of costs, total Es. 83-8-6 or 
the 26th May 1919. No interest was awarded after 
the date of decree. 

4. InfrnctUQus execution applications. — First execu- 
tion application was presented on the 23rd March 
1921 for recovery of Es. 83-8-6. This was filed in 
default of the decree-holder on the 3rd October 1921. 
On the 18th November 1922 another application for 
execution was filed for recovery of the whole decre- 
tal amount. This was also filed on the 21st February 
1923 in the absence of both parties. On the 1st 
October 1924 a third application was put in for 
recovery of the decretal amount. This application 
was clismisvsed in default of the decree-holder. 

B. CONCLUSION. — (I) Assuming that no amount was realised after 

the last execution, application, the . plaintiff 
has lost his principal, the interest accrued, 
and the costs incurred on the suit. 

(II) The rate of interest calculated on the assump- 
tion that the decretal amount was fully re- 
covered by the creditor immediately after the 
last execution application is % per cent, per 
annum against. 12 per cent, per annum the 
stipulated rate of Interest. 

XL — Omni Lai .verms Phandu. 

A. FACTS.— 1. The plaint was presented on 12th October 1918. 

On 12th October 1912 the defendant executed a bond 
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to the effect that he owed Es. 199-8 to the plaintiff. 
The stipulated rate of interest was 1J per cent, per 
mensem and in return he mortgaged about 7 ani- 
mals. Nothing was paid in the interval. A suit 
was brought on 12th October 1918 for recovery of 
Es. 199. 

2. An ex parte decree was granted on 10th January 
1919 for Es. 199 principal , plus Es. 16-4 costs, total 
Es. 215-4, to be payable by monthly instalments, 
of Es. 15 each. No future interest was awarded by 
the court after the date of the decree if there was 
default in regular payment of instalments. 

3. On the 16th May 1919 an application for the re- 
covery of the first instalment was made. On 2nd 
July 1919 Es. 6 were recovered. On the 1st October 
1919 another application was made for recovery of 
the balance of Es. 9-5 on account of the first instal- 
ment. On the 9th of January 1928 Ee. 1-12 were 
recovered. On the 1st of October 1920 another ap- 
plication was made for recovery of 3 instalments of 
Es. 45-14 out of which Its. 7-12 had already been, 
recovered, and the balance outstanding was Its. 88-2. 
Ths was filed as infructuous on the 19th November 
1920. 

B. CONCLUSION. — (I) If the plaintiff was unable to realise the 

decretal amount, he lost §6 per cent, of his. 
capital, together with the interest and the 
costs of the suit, 

(II) Even supposing that, the creditor was able to 
realise the full decretal amount, he. got no 
interest* 

XII. — Padhamal versus Lachhman. 

A* FACTS — 1. The plaint was presented on the 11th November 
1918. The defendant purchased a she-buffalo on the 
16th December 1915 and made an entry to that 
effect in the account book of the plaintiff. The 
buffalo was purchased for Es. 31-10 and the rate of 
interest agreed to was 18 per cent, per annum. 
Defendant paid only Ee. 1-8 in the interval. 

2. A suit was brought for the recovery of Es. 30-2' 
principal plus Es. 16-4 interest for 36 months. 
The court on the 5th September 1919 granted an ex 
parte decree for Es. 30-2 principal plus Es. 10-14 
interest plus Es. 6 costs, total Ifs. 47. No future- 
interest was allowed after the date of the decree. 
The first execution application was made on the 28th 
July 1920. This application was dismissed in de- 
fault of the decree-holder on the 27th April 1921. 
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Another application was made on tine 9th December 
1921. This was also dismissed in default on the 
30th. March 1922, The third application for execu- 
tion was made on the 19th October 1922. This also 
met with the .same fate on the 28th June 1922. 

B. CONCLUSION.— (I) If the creditor was unable to realise the 

decretal amount, he- lost his entire capital, 
together with the interest accrued thereon 
and costs of the suit. 

(II) Even supposing that the creditor was able to 

1 recover the decretal amount immediately 

after the last execution application, the rate 
of interest realised by him is 5*3 per cent, per 
annum against the stipulated rate of 18 per 
cent, per annum. 

XIII.— Kalivan Mai versus Karja. 

A. FACTS. — 1. The plaint was presented on the 21st November 
1918. The claim was based on a bond for Rs. 48, 
dated the 27th November 1915. The terms of the 
repayment were that Rs. 8 per month would he paid. 
In case of default of an instalment, interest at the 
rate of one anna per rupee for the unpaid instal- 
ment was to he charged. In ease of failure to pay 
two instalments continuously, interest at the rate of 
one anna per rupee per month on the whole amount 
was payable till the wdiole amount was repaid. On 
the 16th January 1916 Its. 12 were paid, and again 
on the 12th March 1916 Rs. 12 were paid. There- 
after nothing was paid. In the plaint interest was 
calculated at the rate of 6 pies per rupee per month 
and a claim was made for recovery of Its. 44-11, i.e., 
Rs. 24 principal phis Rs. 20-7-6 interest plus As. 8-6 
on account of the cost of notice (total Rs. 44-11). 

2. An ex parte decree was granted on the 12th May 
1919 for Rs. 24 principal plus Rs. 20-7-6 interest 
plus Rs. 7-6 cost, total Rs, 51-13-6 payable in two 
six-monthly instalments. No future interest was 
awarded, (not even in case of default in the payment 
of instalments). 

4. The first execution application was put in on the 1st 
December 1919 for the recovery of the first instal- 
ment of Rs. 25-14-9. This application was, dismiss- 
ed in default of the decree-holder on the 29th April 
1920. The decree-holder again made an application 
for the recovery of the whole, Rs. 51-18-6 plus costs, 
total Rs. 53-14 on the 7th May 1920. . This' applica- 
tion was filed on the 10th January 1921 as inf rue- 
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tuous. The third application for execution was 
made on the 27th May 1928. Another application 
made on the 10th January 1925 was infriictuous as. 
the decree-holder did not want to proceed against 
the judgment-debtor at that time. 

B. CONCLUSION. — (I) If the decretal amount was not realised, as 

the decree-holder did mt want to proceed 
against the judgment-debtor, the creditor has 
lost- his entire capital, together with the in- 
terest accrued thereon and costs incurred on 
the suit.. '. 

(II) Even assuming that the, plaintiff was able to 
realise from the debtor the full amount 
decreed, immediately after the last execution 
application, the. rate of Interest realised by 
the creditor will be 9*3 per cent, per annum, ' 
while the stipulated rate of interest Is 75 per 
cent, per annum. 

'XIV. — L. Harparshad versus Nazru Khan. 

JL FACTS. — 1. The plaint was presented on. the 19th November 
1918. On the 19th November 1915 the plaintiff 
advanced Rs. 26 on a bond carrying interest at 
As. 8-6 per cent, per mensem. The terms of the 
bond were that if the defendant failed to pay interest 
monthly, he would have to pay at the higher rate of 
1 per cent, per mensem, and if he failed to pay the 
entire amount of principal on due date, he would 
have to pay double the amount. Against the 
amount advanced he mortgaged two bullocks and a 
cow. Accordingly on the failure of the defendant 
to pay any interest and the principal on the due 
date, a suit for Rs. 52 was filed according to the 
terms of the agreement. 

2. The court granted on the 28th March 1919 a consent 
decree for Rs. 52 plus Rs. 6-2 on account of costs, 
total Rs. 58-2 without any interest after the elate of 
the decree. 

3. On the 10th May 1919 the first application for the 
recovery of the decretal amount was made; and on 
the 22nd October 19.19 Rs. 19 were recovered. Oh 
the 2nd January 1920 another execution application 
was made for recovery. On the 20th February 1920* 
another Rs. 10 were recovered. On the 23rd Febru- 
ary 1920 a third application for recovery was made; 
and, on the 12th February 1921 another Rs. 10 were 
recovered. On the 3rd February 1922 another ap- 
plication was made for recovery, hut this application 
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was dismissed in default on the 15th July 1922* On 
the 18th July 1922 another application, was made 
for recovery ; and on the 19th March 1928 Its. 12-8. 
were recovered. On the 1st February 1924 another 
application was made, and further Es. 10 were re- 
covered on the 17th May 1924. The cost of all the 
execution proceedings amounted to Es. 3-0. 

B* CONCLUSION. — The rate of interest realised by the creditor on 
his investment (principal and costs) comes to 
13*7 per cent, per annum against the' stipulated 
rate, of interest of 190 per cent., according to the 
terms of the bond. 

'XV. — I) uni Mai, plaintiff versus Mam Khan, defendant. 

JL FACTS. — 1. The plaint was presented on the 2-lst November 1918. 

Es. 18 were advanced on a bond, dated the 14th July 
1915. The rate of interest agreed upon was annas 
2 per rupee per month with a promise to repay 
the whole amount with interest was repayable in 
November 1915. Nothing was repaid, and a claim 
for the recovery of Es. 35 after calculating interest 
at the rate of Es. 3-2 per cent, per mensem was 
brought, and Es. 3-4 were relinquished. 

2. An ex parte decree was passed on the 8th January 
1919 for Es. 35 plus Es. 4-2 on account of costs, 
total Es. 39-2. Full interest up to the date of insti- 
tution of the legal proceeding was awarded. No 
interest was awarded after the date of the decree. 

3. Execution application was presented on the 20th 
March 1919 for the recovery of Es. 39-2. This ap- 
plication for execution was filed as infnictuous, on 
the 29th May 1919. Nine annas on account of costs 
were added to the decretal amount. On the 1st of 
October 1919 the second application for execution 
of decree was put in for recovery of Es. 39-1 L On 
the 15th April 1920 this application was filed on 
part satisfaction of the claim, on payment of Es. 4 
to the decree-holder. On the 9th November 1922 a 
third application was made for recovery. The ap- 
plication stated that plaintiff had recovered Es. 20 
in all up to the time of the application and the 
balance claimed was Es. 19-11-0. 

(Note. — T t appears that Es. 16 were recovered privately in addition to 
Hs. 4 recovered through court on the previous application.) 

This application was filed in default of the decree- 
holder. Oil the 21st of April 1923 another applica- 
tion was made for the recovery of Es. 15-13. It 
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stated that Rs. 24 in all Lad been recovered. It was 
filed on failure to effect attachment on the 29th of 
May 1923. 

B. CONCLUSION. — (I) If no amount was realised after the last 

execution application, proved infructuous, the 
rate of the interest realised by the creditor 
will be -9 per cent, per annum. 

(II) Even if it is assumed that the total decretal 
amount was realised by the plaintiff imme- 
diately after the last, execution application, 
the rate of interest realised was 12-1 per cent, 
per annum while the stipulated rate of In- 
terest was 150 per cent, per annum. 

XYI. — Bhagwan Das versus Bimta and two others. 

JL PACTS. — 1. The plaint was presented on 21st November 19] 8. 

(a) Its. 99 were advanced on a bond on 24th January 
1915. The rate of interest agreed upon was 
2 per cent, per month with a promise to repay 
the whole amount in a lump sum in 1918. 

(5) Nothing was repaid. The claim was for Rs. 171- 
4, out of which lie. 1-4 were relinquished, and 
the suit was brought for- recovery of Rs. 170. 

2. A consent decree was granted by the court for 
Its. 170 plus Its. 18-4 costs, total Rs. 188-4 with 
interest at 6 per cent, per annum from the date of 
decree till realisation. The decretal amount was 
ordered to be paid by instalments of Its. 25 each at 
each harvest. 

3. On June 7, 1921,. an application for execution was 
put in for recovery of Rs. 153-4, Rs. 36-1 having 
been recovered on the 5th February 1920. The 
application was filed on the 16th July 1921 for 
failure on the part of the decree-holder to appear in 
court on the date fixed. After that no application 
for execution seems to have been made. 

B. CONCLUSION,— (I) If no amount was realised after the last 

application for execution was filed, the credit* 
or has lost 63 per cent, of his capital, to- 
gether with interest and the costs Incurred on 
the suit. 

(If) Even supposing that the plaintiff was able 
to realise the amount shown in the last exe- 
cution. application, the rate of Interest real- 
ised is 12-3 per cent, per annum against 2$ 
per cent, per annum, the stipulated rate. 
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NORTH-WEST FRONTIER PROVINCE. 


I. — Case No. 1119 of 1923.- — Jairam versus Khanizaman. 

1* FACTS. — L The plaintiff is a resident of Nawa Shahr, Telisil 
Abbottabad and the defendant is a resident of Man* 
selxra. 

2. The plaint was presented on the 26th November 
1923. 

(a) On 26th November 1920 the defendant struck a 
balance in the account book of the plaintiff and 
admitted that he owed Rs. 130 to the plaintiff 
and promised to pay two “ kurh 33 of wheat at 
the harvest as interest and two f£ kurh 35 of 
maize at the maize harvest every year. 

( b ) Nothing was paid on account of either principal 
or interest. 

(c) Accordingly plaintiff calculated interest at the 

rate of 195 Oclhis of wheat and 195 Odhis of 
maize, both valued at Rs. 161-8 plus Rs. 130 on 
account of principal, the total amounting to 
Rs. 291-8. Of this Rs. 41-8 were relinquished 
and a suit was brought for Rs. 250. 

3. An ew parte decree was passed on the 16th of August 
1924 for Rs. 202 plus Rs. 35-2 on account of costs. 
No further interest was allowed. 

4. (a) The decree-holder applied for execution of she 
decree on the 1st September 1927. It was filed as 
infructuous at the request of the decree-holder on 
the 10th October 1927. 

B. CONCLUSION. — (I) If the decree-holder failed to realise any 

amount, he lost his capital, interest thereon 
and the. costs of the suit. 

(II) Assuming that the whole amount was re- 
covered in full on, the 10th of October 1927, 
the plaintiff realised on. the amount Invested 
by him as principal and costs, Interest at the 
. rate of only 7 per cent, per annum. 

II. — Case No. 1173. — Jawahir versus Beslan. 

A. FACTS* — 1 . Both of them are residents of Nawashahr. 

2. The plaint was presented on the 9th December 1924.. 

(a) On the 8th April 1921 the defendant took 9 
A/ niaunds 20 seers of potatoes from the plaintiff 

AM and executed a bond on that account in the 
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latter’s favour agreeing to pay one-and~a-hal£ 
times the quantity of potatoes from his harvest. 
If lie failed to do so, lie should pay Its. 95 on 
account of the price of potatoes plus interest in 
285 Odhis of maize. 

( b ) Nothing was paid. According to the plaintiff 
Its. 95 on account of interest plus Rs. 95 on 
account of 285 Odhis -of maize, total Its. 190 
were due to him. 

(o) Rs. 90 were relinquished and a suit was brought 
for Rs. 100. 

3. A decree for Rs. 75 plus Rs. 11-12 on account of 

costs was passed in plaintiff’s favour on the 13th 

February 1925. 

4. (a) An execution application w r as presented on the 

22nd September 1925. 

(b) On the 1st of November 1925 the execution 
decree was satisfied in full, the "decree-holder 
getting a receipt for Rs. 78 from J axndali and 
Inayatullah, the sureties of the judgment- 
debtor, in full satisfaction of his claim. 

B. CON CLU SION.— The plaintiff gave to the defendant potatoes worth 
Rs. 95 on the understanding that he would get 
interest in 285 Odhis of maize, he spent Rs. 11-12 
on account of costs. He received in return a note 
for Rs- 78 from sureties in full satisfaction of Ms 
'claim. It means that the plaintiff lost Rs. 28-12 
in the bargain. According to the contract, the 
stipulated rate of interest was 50 per cent, for 
one season. 

III. — Case No. 138. — Rup Chaud Shah versus CrhazL 

Plaintiff resident of Nawashahr and defendant 
of Pat Rank. 

A. FACTS — 1, The plaint was presented on the 9th February 1925. 

(a) On 9th February 1922 the defendant struck a 
balance in the account book of the plaintiff for 
Rs. 50-3-6 as due by him. 

(b) Interest was calculated on it which amounted to 
Rs. 42-3 up to the date of institution of the suit 
thus making a total of Rs. 92-6-6. Of this sum 
Rs. 17-6-6 were relinquished and a claim for 
Rs. 75 was brought. 

2. (a) An ex parte decree was passed for Rs. 75 plus 
Rs. 5-15 on account of costs on the 23rd April 
1 9S5. ' 
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. (b) Ho future interest was awarded. 

8. (a) An execution ' application was made on the 19th 
April 1928. It was tiled as infrucMious at the 
request of the decree-holder, on the 17th May 
1928. Ho further application seems to have 
"been made subsequently. 

B, CONCLUSION. — (I) The plaintiff received a sum of Rs. 21-12-6 

as interest for 6 years and 3 months on 
Rs. 50-3-6. Assuming that the full amount 
was recovered out of court on the 17th May 
1928, the rate, of interest comes to 7*8 per 
cent, per annum while the rate of interest 
stipulated was 28 per cent, per annum. 

(II) Assuming that the decree-holder could not 
realise the amount of the decree, the creditor 
lost his principal, the interest and the costs 


IY. — Case Ho. 310. — Rainji Das versus Asghar Khan. 

JL FACTS. — 1. The plaintiff is a resident of Peshawar city and the 
defendant of village Ali Ilazi. 

2. The plaint was presented on the 14th March 3921. 

(a) On 24th September 1917 the defendant executed 
a bond for Rs. 50 received in cash from the 
plaintiff- and ''.agreed to repay the amount within 
six months without any interest. It was fur- 
ther stipulated that if the money was not repaid 
.within the specified period, the defendant agreed 
to pay interest at the rate of 6 pies per rupee 
per month from the date of default till repay- 
ment. 

( b ) Accordingly interest was catenated from the 
24th March 1918 at the stipulated rate for 35 
months 20 days, which amounted to Rs. 55-12. 

(c) As. 2-3 on account of cost of notice was also 

included. 

(d) Finally a claim was brought in for the recovery' 
of Rs. 50 principal, plus Rs. 55-12 interest plus 
As. 2-3 on account of the cost of notice, total 
Rs. 105-14-3. 

3. An ex parte decree was passed on 25th May 1921 for 
Rs. 105 plus costs Rs. 9-4. Ho future interest was 
allowed after the date of decree. 



402 

4. (a) On the 24th June 1921 the decree-holder applied 
for satisfaction of his decree by imprisonment of 
the judgment-debtor in the civil jail. The war- 
rant could not be served on the judgment-debtor 
and the application was filed as infructuous on 
22nd December 1921. 

(b) On the 2nd April 1924 the decree-holder again 
applied for execution of his decree. This appli- 
cation was filed in default of the decree-holder 
on the 9th May 1924. 

(c) On the 6th January 1925 the decree-holder again 
applied for execution of his decree. This ap- 
plication was filed as infructuous on the 12th 
March 1925 according to the wishes of the 
decree-holder. 

( d ) On 11th August 1927 the decree-holder made 
another application for execution of his decree. 
Tins application was also filed as infructuous as 
desired by the decree-holder on the 21st of De- 
cember 1927. 

B. CONCLUSION. — (I) The rate of realised interest comes to 10 9 

per cent., presuming that the whole sum was 
paid in full on the 21st December 1927, 
while the stipulated rate of interest was 8 
pies per rupee per month or 07*5 per cent. 

; per annum. 

(II) Assuming that the decree-holder could not 
realise the decreed amount, he lost his prin- 
cipal, the interest thereon and the costs of 
the suit. 

y. — No. 569. — Firm Amir Singh Kanhiya Sing versus Sahib Alam. 

A. FACTS. — 1. The plaintiff is a resident of Peshawar City and the 

defendant of Landi. 

2. The plaint was presented on the 18th June 1928. 

(a) On 5th April 1925 the defendant executed a bond 
for Rs. 84 received in cash from the plaintiff 
and promised to repay the amount in the month 
of June 1927. It was further agreed that if the 
defendant failed to pay the amount on the due 
date, he would be liable to pay interest at the 
rate of l\ per cent, per mensem or 18 per cent, 
per annum. 

(h) Nothing was paid by the defendant. 

(e) Accordingly interest at the stipulated rate on the 
principal was calculated which amounted to 
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Its. 47 up to the date of the institution of the 
suit. Both the principal and interest amounted 
to Rs. 131, of which Re. 1 was relinquished and 
a suit was brought for recovery of Its. 130 only. 

3. (a) A decree was passed on the 29th October 1928 in 

plaintiffs favour for Rs. 130 plus Rs. 24-10 on 
account of costs, 

(h) No interest was awarded after the date of the 
decree. 

4. (a) An execution application was made on the 3rd 

of November 1928. 

(b) On the 6th February 1929 the parties compro- 
mised in this wmy that Rs. 50 were paid m cash 
to the plaintiff and as regards the balance the 
judgment-debtor agreed to pay half of the 

* balance within three months and the remaining 
half after 7 months. In ease of default the 
whole outstanding debt would be recoverable in 
one lump sura. 

(c) On the 11th July 1929 the decree-holder applied 
for recovery of the outstanding Rs. 108-10 (in- 
cluding costs of execution). On the 11th Nov- 
ember 1929 the decree-holder recovered Rs. 112 
and the application was satisfied in full. 

B. CONCLUSION.— The plaintiff received Rs. 46 as interest for 4 
years 7 months on Rs. 84. The rate of interest 
works out to 11-9 per cent, per annum while the 
stipulated rate of interest was if per cent, per 
mensem or 18 per cent, per annum. 


VI. — No. 1342.^ — Kanshi Ram versus Slier Khan and Alif Khan. 

A* FACTS. — 1. The plaintiff is a resident of Peshawar City and 
the defendants of village Ahmad KheL 

2. The plaint was presented on the 23rd November 
1928. 

(а) On 1st August 1926 the defendants executed a 
bond for Rs. 60 received in cash from the plain- 
tiff and promised to pay interest at the rate of 

per cent, per mensem or 30 per cent, per 
annum. 

(б) Nothing was paid and interest was calculated on 
the principal at the stipulated rate which 
amounted to Rs. 41-8 and a claim for recovery 
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of Rs. 100, after relinquishing Re. 1-8, was 
brought in. 

8. (a) A decree for Rs. 100 plus costs Rs. 20-4 was 
passed in plaintiffs favour on the 24th January 
1929. 

( b ) No interest was allowed after the date of the 
decree. 

4. («) An application for execution was made on the 
12th April 1929, which was filed in default on 
the 16th May 1929. 

( b ) Another application was made on 18th of October 
1929 and this also was filed as infructuous on 
the 18th of January 1930. 

B. CONCLUSION. — (I) Presuming that the whole amount was re- 
covered in full on the 18th January 1930 the 
plaintiff received Rs. 40 as interest for 3 
years and \\ months on Rs. 60. The rate 
of interest works out to 19-7 per cent, per 
annum, while the stipulated rate of interest 
was 2| per cent, per month, or 30 per cent, 
per annum. 

(II) If he failed to recover the decretal amount 
the plaintiff lost his entire capital, together 
with the interest thereon, and the costs of 
the suit. 

VI. — No. 1306. — Firm Balmokand versus Fasihullah. 

A. FACTS. — 1. The plaintiff is a resident of Peshawar and the 

defendant of village Nahqi. 

2. The plaint was presented on the 13th November 
1928. 

(a) On the 23rd of November 1925 tbe defendant 
executed a bond for Rs. 60 in favour of the 
plaintiff and promised to repay the amount by 
tbe 29th December 1925 ; in case of default he 
agreed to pay interest at the rate of 2 per cent, 
per mensem or 24 per cent, per annum. 

( b ) Out of the principal Rs. 42 were received. 

(e) According to tbe plaintiff Rs. 18 on account of 
principal and Rs. 13 on account of interest on 
tbe above Rs. 18 for three years amounts to 
Rs. 31. Of this Re. 1 was relinquished and a 
suit for recovery of Rs. 30 was filed in. 

3. (a) An. ex parte decree was granted on the 19th 

December 1928 for Rs. 30 plus Rs. 6-8 costs. 


465 


(b) No interest was allowed after tie date of tie 
decree. 

4. On the I2th of January 1929 the plaintiff applied 
for execution of his decree. This application was 
filed as infructuous at the request of the decree- 
holder on 12th March 1929. No further application 
was made. 

B. CON CLU SION .-■* (I ). The rate of Interest realised on the total in- 
vestment (principal plus costs) works out 
to 19*5 per cent, per annum,, if the whole 
amount was recovered out of court on the 
13th March 1929, while the stipulated rate of 
interest was 2: per cent, per month or 24 per 
cent, per annum. 

(II) If the decree-holder failed to recover the 
decretal amount, he lost 30 per cent, of his 
capita! together with the interest on the prin- 
cipal and the costs of the suit. 

VII. — No. 197 of 1917.— Hiikam Chand versus Farid Isa Khan, and 
Musa Khan. 

A. FACTS. — i . The plaint was presented on the 3rd February 1917. 

(a) On 20th August 1914 one Mohd. Sharif Khan, 
whose reversioners are the present defendants, 
executed a bond for Its. 350 on account of three 
previous bonds (the previous bonds were not on 
the file) and promised to repay the debt in two 
instalments as follows : — 

Its. 200 payable on the 13th March 1915. 
Its. 150 payable on the 15th September 1915. 
In the case of non-payment of any one of the 
instalments, Mohd. Sharif promised that in- 
terest will be paid at the rate of 1|- per cent, per 
mensem on the amount of the unpaid instalment 
from the date when the instalment fell due as 
well as on the remaining principal. The prin- 
cipal and interest would be payable on demand. 

(h) None of the instalments was paid, and interest 
■ , was calculated at the above stipulated rate on 

the principal. This amounted to Be. 82-8. 

(c) Accordingly a suit was brought for Bs. 350 prin- 
cipal plus Its. 82-8, total Bs. 432-8. 

2. (a) An parte decree was passed on the 10th March 
1917 for Bs. 432-8 plus costs amounting to 

fei* Bs. 35-8. 

(: h ) No interest was awarded after the date of the 
decree. 



3 {a) On the 22nd March 1917 the decree-holder ap- 
plied for execution of the decree and prayed for 
recovery of the amount decreed plus costs by 
sale of the house property belonging to the 
deceased debtor. 

(h) On the 4th October 1917 the decree-holder pur- 
chased the house property of the debtor for 
Its, 490. Out of this sum Its. 24-8 on account 
of Government’s a notion commission were 
credited to the treasury and in lieu of the 
balance Rs. 465-8, the decree-holder filed a 
receipt in court in full satisfaction of his claim 
amounting to Rs. 468. The decree-holder could 
not, however, get possession of the five houses 
sold to him till the 23rd November 1918, when 
he was delivered possession of the houses for- 
mally through the court. 

B. CONCLUSION,— The plaintiff received Rs, 80 as interest for 4 
years and three months on Rs, 350. The rate of 
interest, up to the date of full payment, i.e., the 
23rd November 1928, comes to Rs. 5 3 per cent, 
per annum while the stipulated rate of interest 
was 15 per cent. This leaves out of account alto- 
gether the loss of interest on Rs. 35-8 incurred on 
costs from 3rd February 1917 to 23-rd November 
1918. 

VIII.— No. 202 of 1925. — Rida Mohd. versus Ishaq. 

JL FACTS.— 1. The plaint presented on 17th February 1925. 

(a) On the 29th November 1920 the defendant exe- 
cuted a bond for Rs. 170 received in cash from 
the plaintiff and promised to deliver 34 maunds 
of Gut in return for this amount on the 1st De- 
cember 1921. He further agreed that if he 
failed to deliver the stipulated quantity of Gut 
on the due date, he would either deliver 40 
maunds of Gur or the price of 40 maunds ac- 
cording to the market rate prevailing on the 
28th February 1922. 

(h) The Gur was not delivered on the due date, and 
consequently the plaintiff brought a claim for 
the price of 40 maunds of Gur at the rate of 
Rs. 8 per maund, total Rs. 320. 

2. (a) An ex parte decree was passed on the 26th March 
1.925, for Rs. 261-13 plus proportionate costs, 
i.e., Rs. 33-6. ~ " A 

(h) No interest was allowed after the date of the 
decree , 
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3. {a) On the 2nd May 1925 the plaintiff applied for 
■ execution of his decree by attachment of the 
wheat and barley crops of the defendant. This 
application was filed on the 22nd May 1925 as 
desired by the decree-holder. 

(h) Again on the 4th January 1926 the decree-holder 
applied for execution by imprisonment of the 
judgment-debtor in the civil jail. Again it was 
filed as infra ctnous on 16th June 1926 at the 
request of the decree-holder. 

(c) On the 15th November 1926 the decree-holder 
again applied for execution of his decree and 
prayed that satisfaction he effected by attach- 
ment of the sugarcane crop of the defendant. 
On the 14th April 1927, only Us. 20 were reco- 
vered and the application was filed as satisfied 
in part. No further application has so far been 
made. 

B. CONCLUSION. -—(I) The rate of interest realised on the Invest- 
ment (principal and costs) works out to 1 ’9 
per cent, per annum, assuming that the 
whole: amount was recovered out of court on 
the 15th April 1927. 

(II) Assuming that the plaintiff failed to recover 
any amount after the last execution applica- 
tion, he lost 88*2 per cent, of his principal 
together with interest thereon and the costs 
of the suit. 

IX.- — No. 805 of 1926. — Atta Muhd., plaintiff versus Muhibulhaq 

and others. 

A. FACTS. — 1. The plaint was presented on the 9th October 1926. 

(a) On the 24th October 1922 the defendants exe- 
cuted a bond for Its. 222 received in cash from 
the plaintiff and promised to supply to the 
plaintiff 44 maunds 16 seers of Gut in return for 
this amount on the 1st December 1923. It was 
further agreed that if the defendants failed to 
supply the stipulated quantity of Gut on the 
due date, they would deliver 55 maunds 20 seers 
of Gut or the price of that quantity as prevail- 
ing on the 29th February 1924. 

(h) The Gut was not supplied on the due date and 
accordingly a claim for recovery of Us. 500 on 
account of the price of 55 maunds 20 seers 
according to the prevailing rate on the 29th 
February 1924, i.e., Rs. .10 per maund was 
brought after relinquishing Rs. 55. 
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2. (a) An ex parte decree was passed on the 16th Nov- 

ember 1926 for Rs. 500 plus Rs. 67-12 on ac- 
count of costs. 

(h) No interest was awarded after the date of the 
decree.- • 

3. (a) The first application was made for execution of 

decree on the 20th November 1926. This appli- 
cation was filed in default of the decree-holder 
on 23rd May 1927. An application was made 
for its restoration, but it was rejected also on 
the 22nd January 1929. 

(h) No further application was made. 

B. CONCLUSION. — (I) Presuming that the whole amount was re- 
ceived out of the court on, the.' 23rd January 
1929 the plaintiff received Rs. 278 as interest 
f of 6| years on Rs. 222 and for 2 years and 
8f months on. Rs. 67-12 (costs). The rate of 
interest realised comes to 18 per cent, per 
annum, while' the stipulated rate of Interest 
was more than 50 per cent, 

(II) Assuming that the plaintiff failed to recover 
the amount after the last execution applica- 
tion, he lost his capital, the interest thereon 
and the costs of the suit, 

X.— No. 527 of 1928. — Nirmal Singh, plaintiff, versus Mohd ITnuir 

Khan. 

A, FACTS,— 1. The plaint was presented on the 28th November 

1918. 

(a) On the 29th May 1915 defendant executed a 
bond in favour of the plaintiff for Rs. 256 as 
per detail below;- — 

Rs. 200 on account of a previous bond, dated 
the 30th May 1912. Rs. 56 paid, in cash. 

(h) Interest at the rate of 1|- per cent, per mensem 
was agreed upon. It was further agreed to re- 
pay the amount within six months, 

(c) Nothing was paid. Interest at the agreed rate 
from 29th May 1915 to 28th May 1918 amounted 
to Rs. 54 and a suit was brought for recovery of 
Rs. 310. 

3. (a) An ex parte decree was passed on the 10th De- 
cember 1918 for Rs. 310 plus Rs. 24-4 on ac- 
count of costs. 

(b) No interest was allowed after the date of the 
■decree. 
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4. (a) The first execution application was presented on 
the 2nd December 1921. This application was 
filed infruotuoas at the request of the decree- 
holder on the 19th January 1922. 

(h) The second application for execution was made 
on the 16th January 1925. It was also filed as 
mfructwous at the request of the decree-holder 
on the 6th February 1925. 

"(c) A third application was made on the 10th Janu- 
ary 1928. This also met with the same fate on 
11th February. 

(tl) A fourth application was made for recovery. of 
Rs. 338-12 (including* costs on execution appli- 
cations) on 4th May 1929. This application 
was filed in default of the decree-holder on 6th 
May 1929. 

(e) On the 8th May 1929 again the decree-holder 
applied for execution. This was also filed in 
default of the decree-holder on the 13th June 
1929. 

(/) On the 10th December 1929 the decree-holder, 
again applied for execution. This application 
was dismissed on account of some legal defect 
in the presentation of the application on 10th 
December 1929. 

B. CONCLUSION. — (I) Assuming that the whole amount was realised 

out of court on. the 11th December 1929, the 
plaintiff received Rs. 54 as Interest for 14$ 

. years on Rs. 256. The rate of interest comes 
to 1*4 per cent, per annum, leaving out of 
account altogether the loss of interest on 
Rs. 21-4 (costs) from the 26th November 
1918 to the 10th December 1929. 

(II) Assuming that the decree-holder failed to 
realise any amount from the judgment-debt- 
or, he lost cent, per cent, of his capital, 
together with interest thereon and the costs 
incurred on. the suit. 

AM. — No. 33 of 1925.— Itupehand Shah, plaintiff versus Bahadur, 

defendant. 

A. FACTS.— 1. The plaint was presented on the 2nd February 1925. 

(a) On the 16th January 1922 the defendant struck 
a balance of Rs. 25 in the account book of the 
plaintiff on account of previous debt and pro- 
mised to pay one Odhi of maize per rupee on 
account of interest annually. Subsequently he 
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purchased articles from the plaintiff worth 
Re. 1-13. 

(b) Nothing was paid. 

(a) According to the plaintiff Its. 26-13 oil account 
of principal and Its. 25 on account of price of 
75 Odin's, total Rs. 51-13 were due from the 
defendant. Of this amount Its. 21-13 were 
relinquished' and a suit was brought for Its. 30 
only. 

2. (a) An ex parte decree for Its. 30 plus Its. 3-11 on 

account, of costs was passed on the 22nd April 
1925. 

(h) No interest was awarded after the date of the 
decree. 

3. An execution application was made on the 19th 

April 1928. It was filed infructiious on the 17th 

May 1928 at the request of the decree-holder. 

B. CONCLUSION.— (I) Presuming that the whole decreed sum was 

realised on the 17th May 1928 the plaintiff 
received Rs. 3*3 as interest for 6 years and 
& months on Rs. 26-13. The rate of Interest 
comes to Rs. 1-8 per cent, per annum while 
the stipulated rate was ■ about 33 per cent, 
per annum. 

(II) Assuming that the plaintiff failed to realise 
the decretal amount, he lost his principal, 
interest and costs. 


XII.— Case No. 1207 of 1924. — Hukam Chaiul Shah versus Hayat. 

A. FACTS.— I. The plaint was presented on the 15th December 

1924. 

(a) On the 4th July 1921 defendant executed a bond 
for Rs. 254 and promised to repay the amount 
in the month of January 1923 or in default 
of payment on the due date agreed to pay in- 
terest at the rate of 6 pies per rupee per month. 

(h) Defendant failed to keep his promise. 

(c) According to the plaintiff’s calculation , Rs. 254 
on account of principal plus Rs. 285-12 on 
account of interest for three years according to 
the agreed rate of interest amounted to Rs. §39- 
12, of which Rs. 39-12 were relinquished, and a 
suit was brought for recovery of Rs. 500 only. 
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3. (a) The parties compromised on 24th February 1925 

and in accordance therewith a decree was passed 
as per details given below: — 

Defendant agreed to pay Es. 480 plus costs 
of the suit by instalments as follows: — 

Es. 100 payable in Maghar Sambat 1982. 

Es. 100 payable in Maghar Sambat 1983. 

Es. 100 payable in. Maghar Sambat 1984. 

Es. 100 payable in Maghar Sambat 1985. 

Es. 80 payable in Maghar Sambat 1986. 

The costs of the suit amounted to Es. 60-12. 

4. (a) On the 5th October 1926, the plaintiff applied 

for execution of his decree. This application 
was filed as infructuous at the request of the 
decree-holder on the 29th November 1926. 

(b) On the 23rd December 1927 another application 
was filed for execution of decree. This applica- 
tion was dismissed on account of the failure of 
the decree-holder to put in the process fee on 
the 7tli June 1928. 

(c) On the 16th November 1928 the decree-holder 

again applied for execution of his decree. X bis 
application was also filed as infructuous at the 
request of the decree-holder, on the 10th May 
1929. 

EL CONCLUSION. — (I) Presuming that the whole decreed amount 

was re, covered on. the 10th May 1929 while 
the stipulated rate was 6 pies per rupee per 
month. The plaintiff received Rs. 170 for 7 
years and 10 months on Rs. 25#. The rate 

- of interest comes to 8-8 per cent, per annum, 
while the stipulated rate was 37*5 per cent. 

-■ (II) Assuming that he failed to recover the 
amount, he lost his principal, Interest and 
costs. 

XIII.— No. 1181 of 1924. — Prabhdial Singh versus Jamaldin. 

A. FACTS. — 1. The plaint was presented on the 11th December 

1924. 

(a) On the 12th September 1921 the defendant exe- 
cuted a bond in favour of the plaintiff whereby 
he admitted Es. 60 as already due to the plain- 
tiff as also 80 Odhis of grain and received Es. 12 
in cash, and promised to pay interest in kind on 
both the harvests of wheat and make at the 
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rate of one “ Kurh 99 at each liar vest. He 
further agreed to liquidate the debt in the month 
of January 1923. 

(b) Nothing was paid. 

(a) According to the plaintiff 3 s calculations Its. 72 

on account of principal and Its. 33-5-3 on 
account of the price of 80 Odhis of wheat and 
maize, total Its. 105-5-3, were due to him. To 
this sum were added Its. 27 on account of in- 
terest on Its. 72, being the price of 54 Odhis of 
wheat, and Its. 21 on account of 63 Odhis of 
maize as interest on 80 Odhis; total Its. 153-5-3. 
Of this Its. 3-5-3 were relinquished and a suit 
was brought for recovery of Its. 150 only. 

3. (a) An ere parte decree was passed on the 17th Febru- 

ary 1925 for It 8. 150 plus Rs. 17-14 on account 
of costs. 

(b) No interest was allowed after the date of the 
decree. 

4. (a) An execution application was made on the 31st 

January 1926. On the 24th April 1926 the 
decree-holder gave a statement to the effect that 
he had obtained a fresh bond for Its. 110 from 
the judgment-debtor in full satisfaction of his 
decree, and accordingly the application was 
filed as satisfied in full on the 26th June 1926. 

B. — CONCLUSION. — The plaintiff received Rs, 44-10-9 for 4 years 
md 6 months on Rs. 105-5*3. The rate of real- 
ised interest comes to about 9f per cent, per 
annum. 



